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ABSTRACT
This project was conducted to explain why people engage in white-collar crime with
specific attention given to the rationales and motivations by individual participants in a
pyramid scheme.
This exploratory case study utilized existing files from a law enforcement investigation as
well as newspaper articles that covered the investigation.
Qualitative data in the form of content analysis of these secondary data sources was used
to capture themes related to the rationales and motivations behind a person becoming
involved in a pyramid scheme. These investigative files and newspaper articles
represented statements made by persons who became involved in this emerging form of
white-collar crime.
The information gathered served to further ground sociological theory. Specifically,
Robert Merton's (1957) strain theory, Gresham Sykes and David Matza's (1957) drift
theory and neutralization techniques, Kenneth Tunnell's (1992) neutralization techniques,
and Ronald Clarke and Derek Comish's (2000) rational choice perspective on offending
were further supported by the themes discovered in the content of the investigative files
and newspaper articles.
Particularly significant were the presence of neutralization techniques that an offender
utilized to alleviate guilt after the offense was committed as well as neutralization
techniques that an offender utilized during the decision process before and during the
commission of the act. Evidence of an additional neutralization technique was discovered
at work with the participants of the pyramid scheme examined in this case study. The
high status of existing participants served to significantly reduce anxieties and fears that
accompanied a person handing over $2,000 in a program with questionable legality.
Included in the definition of a high status person were law enforcement officers,
attorneys, church leaders, business owners, medical professionals, and others.
Further research in this area is needed to further validate the significance of neutralization
techniques present during the decision phase of a person choosing whether or not to
become involved in the various programs and business opportunities that abound today
that are in fact illegal pyramid schemes. With the increased incidents of these pyramid
schemes appearing throughout the country and accompanying loss of large amounts of
money by a multitude of individuals, this area of white-collar crime deserves additional
scientific inquiry.
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CHAPTER ONE
INTRODUCTION
When one thinks of serious crime the images of burglary, muggmgs, armed
robbery, rape and murder usually come to mind. Why is this? The media seems to
perpetuate the idea that crime is all around us, at least the types of crime just mentioned.
H.C. Marsh (1991) found that sensational crimes, particularly violent offenses, dominate
the news. The news media is not alone in presenting death and destruction. Television is
filled with police dramas that portray the well-known types of crime already mentioned.
Popular movies such as "The Silence Of The Lambs" thrust serial killing, the rare form of
murder into the limelight. Other popular shows that portray heinous street crimes include
"NYPD Blue", "Law And Order", "Cops" and "America's Most Wanted". The idea of
random murder, even though it exists on a small scale, is not something that should keep
people awake with worry at night. According to the U.S. Department of Justice, Bureau
of Justice Statistics study "Murder in Families" (1994), eight out of ten murder victims
were killed by a family member or someone they knew. In another U.S. Department of
Justice, Bureau of Justice Statistics study "Criminal Victimization in the United States"
(1992), a person's lifestyle, residence location, personal associations, and occupation all
play a part as to whether or not they may or may not become a victim of a major crime.
"While it is always good to take precautions to lower the risk of crime, in reality almost
all Americans have an extremely remote chance of being killed or victimized by a
stranger" (Donziger, 9).
White-collar crime on the other hand is far more prevalent in society today than
any of the more commonly known offenses. There is a myth that "street crime" rather
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than "suite crime" is the major source of harm to society as a whole. "According to the
Justice Department, all personal crimes and household crimes cost approximately $19.1
billion in 1991. The comparable cost of white-collar crime is between $130 billion and
$472 billion-seven to twenty-five times as much as street crime" (Danziger, 66). The
average person when asked would probably not even think of any of the many offenses
now included in white-collar crime. Most of the perpetrators of white-collar types of
offenses are trusted by the public (Shapiro, 1990) and do not ordinarily fit what most
people envision when they hear the word "criminal" (Gabor, 1994).
Many researchers believe that white-collar crime victimizes far more people than
conventional crime despite the difficulties measuring its prevalence. Cynthia Barnett
wrote a paper on the measurement of white-collar crime in a NIBRS Publications Series
for the U.S. Department of Justice. The National Incident Based Reporting System
(NIBRS) in use by the Federal Bureau of Investigation's Uniform Crime Report (UCR)
section still has difficulty measuring the extent of white-collar crime. Data submitted by
local or state level law enforcement agencies is largely collected on individuals engaged
in street crimes. This is due to the nature of the crimes that these types of agencies are
typically investigating and to which they are responding. Most of the white-collar
offenses are investigated by federal agencies such as the FBI or the Secret Service.
Specialized offenses not considered fraud, embezzlement, counterfeiting, or bribery are
not represented as well in NIBRS offense categories as the typical street crimes. Also,
regulatory agencies and professional associations handle a large part of corporate crime.
Enforcement many times take the form of sanctions or cease-and-desist orders with no
criminal charges ever being brought. For all of these reasons, "The true extent and
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expense of white-collar crime are unknown" (Barnett: 6). James W. Coleman (1985) gave
the following estimations in his work on white-collar crime:
"The lawlessness of the privileged and the powerful causes subtle damage
to the social fabric that is impossible to measure in precise quantitative
terms, and corruption among those in less lofty positions adds another
immeasurable element to this mixture. Even the economic damage of
white collar crime is no easy thing to measure. The Senate Judiciary
Subcommittee on Antitrust and Monopoly, one of the few bodies with the
temerity to attempt such an estimate, concluded that corporate crime cost
the public between $174 billion and $231 billion a year in the early 1970s.
11 As staggering as those figures are, they represent only part of the
problem of white collar crime. A 1974 estimate put the cost of employee
theft and embezzlement at $7 billion a year.12 According to another widely
quoted estimate, 'inventory shrinkage' (retailers' loss of merchandise from
employee theft and shoplifting) adds about 2 percent to the cost of an
average product; yet another expert held that employee theft and the cost
of insurance to protect against it add a full 15 percent to consumer costs. 13
The Internal Revenue Service has estimated that U.S. corporations fail to
report over $1 billion a year in income, and another estimate from the
early 1970s put the annual loss from all forms of tax evasion at $30
billion. 14 Although such official figures have a reassuring ring of
authenticity, they represent little more than educated guesses and may be
far off the mark. Social scientists have a difficult enough time measuring
such public events as births, deaths, and migrations, and the measurement
of criminal behavior obviously poses much more difficult problems"
(1985: 5, 6).
This quote represents the many problems of measuring the incidence of white-collar
crime and the true impact that it has on society. Despite the fact that the level of
victimization appears to be significant and that we do not have a clear picture of the true
extent and expense of white-collar crime, research in this area is not undertaken with the
frequency as with other types of crimes. One problem is that research is driven by the
desires of those who provide funding. Galliher (1979) found evidence that government
research funding is more likely to focus on conventional crime rather than on
corporations and government organizations. The reasons for this may include the fact that
the very organizations that are in a position to provide funding would be the target in a
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scientific inquiry. Also, all segments of government are closely tied to private
corporations. An elected official may be reluctant to push for research funding that would
unduly embarrass a large campaign contributor or government contractor.
Even among the academic community, white-collar crime is sometimes not
regarded as being worthy of research as other types of traditional crimes. Researcher
Kenneth D. Tunnell made the following statement: "From earlier research, we have
learned something about adults who commit minor criminal acts (e.g., traffic offenses
and income tax evasion). But, these offenses do not represent acts of grave social
concern; they are not considered socially harmful, and they are not actions that we as a
society would like to contain" (1992:13). This statement reflects prevailing views on
what society considers as minor crimes. In 1939 Edwin Sutherland first "... raised
concern over the criminological community's preoccupation with the low status offender
and 'street crimes' and the relative inattention given to the offenses perpetrated by people
in higher status occupations" (Barnett: 1). Since that time research has become more
prevalent, but it has not reached the level that many sociologists feel it should.
My thesis question focuses on why people engage in white-collar cnme.
Specifically, the rationales and motivations for white-collar crime is the main focus of
this thesis. Edwin H. Sutherland first coined the term "white-collar crime" and defined it
as"... a crime committed by a person ofrespectability and high social status in the course
ofhis occupation" (1961:9). This definition primarily covered corporate business types of
crimes. More recent scholarly articles on white-collar crime have offered numerous
definitions rather than one global definition. According to David 0. Friedrich (1996):
"First, it must be recognized that a wide variety of terms have been
used to characterize activities that could either be classified under
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the broad rubric of 'white collar crime' or are closely linked with
white collar crime. Some of these terms include economic crime,
commercial crime, business crime, marketplace crime, consumer
crime, respectable crime, 'crime at the top', 'suite' crime, elite crime
and deviance, official crime and deviance, political crime,
governmental crime, state (or state-organized) crime, corporate
crime, occupational crime, employee crime, avocational cnme,
technocrime, computer crime, and folk crime" (1996:5)
The following definition was embraced by the U.S. Department of Justice and was
written by Herbert Edelhertz in 1970. White-collar crime is defined as"' ... an illegal act
or series of illegal acts committed by nonphysical means and by concealment or guile, to
obtain money or property, to avoid the payment or loss of money or property, or to obtain
business or personal advantage'2" (Doherty, 5). This definition seems to work well with
the many different types of crimes that are being committed today and is the definition
used with this thesis question.
Given the wide range of activities that can fall under the label white-collar crime,
the available literature on white-collar crime is quite vast. This thesis focuses on a
specific form of white-collar crime; pyramid schemes. What is a pyramid scheme?
Pyramid schemes are a type of theft, specifically covered under criminal fraud statutes.
Many people have also heard a pyramid scheme referred to as a Ponzi scheme. Ralph
Stone and Jerome Steiner Jr. (1984) gave a definition that was developed during the
course of a court case. "In that case, the Commission characterized a pyramid sales
scheme as a plan in which a participant pays money to the company and in tum receives
(1) the right to sell products, and (2) the right to earn rewards for recruiting other
participants into the scheme that are unrelated to product sales.5" (1984:880). This
definition will have clearer meaning after a brief account of the first pyramid scheme in
the United States is explained.

HISTORY OF PYRAMID SCHEME
As the terms "Ponzi Scheme" and "pyramid scheme" have been used
interchangeably, a brief background on the term "Ponzi" will be covered. The following
account is taken from James Walsh's (1998) work on Ponzi and pyramid schemes. The
term "Ponzi" was named after Carlo "Charles" Ponzi. Originally born in Italy he
eventually found himself in Boston in 1919. His family remained in Italy, and he
corresponded with them through letters. This simple act gave him the idea that started it
all.
In the early 1900's there was an organization called the International Postal
Union. A person when writing a letter could include in that letter a postal reply coupon
for the receiver to use. This was used to save the recipient postage when the time came
for them to respond. This functioned the same as enclosing a self-addressed stamped
envelope with a letter. These coupons were issued by the International Postal Union and
could be traded in for postage stamps in several countries around the world. Ponzi came
up with the idea of buying these coupons cheaply in countries with weak economies and
redeeming them for a profit in the United States. Although it seemed like a good idea at
the time, the hoped for profits became absorbed with the red tape involved in having to
make the exchanges. Ponzi used his own money initially to embark on this plan, but he
did not see any profits.
When he was asked about how his experiment was going it gave Ponzi occasion
to explain his idea. People became interested in it, and since the concept made sense to
most of them, the potential for investors became apparent. During this time Ponzi shifted
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his focus from purchasing international postal reply coupons to bringing in investors.
This occurred in late 1919.
In December of 1919 Ponzi began borrowing money on promissory notes for his
investment opportunity. He initially brought in friends and relatives to get in on the
"Ponzi Plan". The pitch to potential investors was that he was making one hundred
percent profit on money in a few months. However, he did not have enough capital to
fully exploit the postal rate discrepancies. During this time his pitch to potential investors
involved explaining how he could receive a letter with a postal reply coupon worth one
cent in Spain, but worth six cents in the United States. Why not purchase hundreds,
thousands, or more at a five cent profit? The initial investors which included extended
family members, his priest, and players at a bocce court invested a total of $1,250. Ninety
days later $750 in reported interest was returned. Word spread quickly, and investors
were lining up to get in on the plan. Ponzi soon moved his operation to an office in
Boston's financial district.
Using a written promise to repay $150 in ninety days for every $100 loaned,
thousands of investors gave Ponzi millions of dollars. Offering to pay ninety-day notes in
full in forty-five days eased any potential misgivings by investors. In eight months Ponzi
took in 9 million dollars in which he had issued notes with a paper value of 14 million.
He had agents working for him earning ten percent commission. Adding this to the fifty
percent he promised to lenders would cost Ponzi sixty percent for every loan paid in full.
However, the promised earnings were not based on any sound financial investment.
Instead the earnings paid to earlier investors were only possible through money brought
in by new investors. Diagrammed on paper it took on a pyramid configuration. In order to
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give investors what was promised, it would require a steady supply of new investors but
at an exponential rate. More simply put, Ponzi was robbing from Peter to pay Paul.
Eventually Ponzi was taking in $200,000 a day and paying out dividends of fifty
percent in ninety days. He later increased the promised payout to one hundred percent in
ninety days. Investors became more plentiful. Ponzi took measures to ensure that the
amount he paid out to investors was kept to a minimum. During this time, investors who
came to his offices to redeem notes had to walk past dozens of investment windows
which had people lined up at each one. To redeem notes the investors would have to go to
the back of the offices where only a few redemption windows were located. Before most
could get all the way out of the office with their money they found themselves standing in
line re-investing what they had. By early July 1920 Ponzi was taking in $1 million a
week.
The high number of investors began to attract attention, and a skeptical editor at
the Boston Post began investigating. Soon, reporters began calling Ponzi for interviews,
and he hired a public relations executive named William McMasters to manage the
publicity. However, after McMasters spent a couple of days in Ponzi's office he realized
that the entire operation was a fraud and reported him to the state authorities. The Boston
Globe ran an article in August of 1920 exposing the scheme. Thousands of scared
investors stormed Ponzi's office demanding their money back. Of course, Ponzi had
engaged in a lavish lifestyle spending a great deal of what he had taken in. At one point
he had purchased the controlling interest in the Hanover Trust Co. with $3 million in
cash. Most of the investors at the end lost their life savings. "At the height of his scheme,
Ponzi owned only $30 worth of postal coupons-against which he'd borrowed $10 million
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from 20,000 investors in Boston and New York" (Walsh: 5). Carlo "Charles" Ponzi
served four years in Massachusetts' Plymouth Prison for his scheme (Walsh, 1998).
Modern Versions Of The Pyramid Scheme
A pyramid or Ponzi scheme is a form of fraud and is illegal at most state levels as
well as the federal level. It is illegal because of the mathematical certainty that most
people will lose money as a result of its exponential design. Many involve actual
investments with the appearance of a multi-level marketing design or MLM. Products are
actually sold in MLM's. However, when the majority of the money made is through
recruiting of new participants it may be determined to be a pyramid. Due to the fine line
distinguishing the two many people support legislation outright doing away with the
multi-level marketing design. The MLM has been called the kissing cousin of illegal
pyramids for the following reason given by Robert FitzPatrick and Joyce Reynolds
(1997):
"MLMs and pyramids are structurally the same, both relying upon an ever
expanding chain of enrollment. The crucial and only difference is that
pyramids amass their funds from enrollment fees while the MLM, to be
legal, must engage in retail sales of some type of product or service"
(1997:18).
FitzPatrick and Reynolds (1997) also gave the following account of how Florida has
enacted legislation to prevent MLM's (Multi-Level Marketing) from crossing over into
the realm of becoming an illegal pyramid:
"The new rules require that firms disclose how many distributors have
joined their companies and how many have attained publicized income
levels. Additionally, at least 51% of any such company's income must be
derived from product sales rather than from distributor or marketing fees
charged to new recruits" (1997:137).
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The Amway Corporation comes to mind of many when the term pyramid is
mentioned. This Michigan based company came under legal scrutiny when the Federal
Trade Commission issued a complaint in 1975 that included several counts. One charge
was that it promoted the endless chain element through its pyramid structure as much or
more than it promoted the sale of goods. In 1978, Administrative Law Judge James
Timony exonerated Amway of most charges with the exception of a small fine for
misleading promotional and advertisement statements. Its MLM design was found to be
legal and afterward became a benchmark for other businesses accused of being an illegal
pyramid. Amway continues to come under fire for its practices, and many persons believe
that it should be re-examined by the federal authorities because it is actually an illegal
pyramid scheme.
Pyramids do not always take on the appearance of a MLM or other legitimate
investment opportunities. Other variations involve the outright input of money under
various guises. These are also illegal. Many states have enacted legislation that makes
pyramid schemes illegal. One southern state law is as follows:
"Every person who contrives, prepares, sets up, operates, advertises or
promotes any pyramid promotional scheme shall be guilty of a Class 1
misdemeanor. For the purposes of this section: (a) "Pyramid promotional
scheme" means any program utilizing a pyramid or chain process by
which a participant gives a valuable consideration for the opportunity to
receive compensation or things of value in return for inducing other
persons to become participants in the program; ... "
Many other states have similar legislation with varying degrees of seriousness. A
bordering southern state law is as follows:
"(a) No person shall establish, operate, participate in, or otherwise
promote any pyramid distribution plan, program, device or scheme
whereby a participant pays a valuable consideration for the opportunity or
chance to receive a fee or compensation upon the introduction of other
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participants into the program, whether or not such opportunity or chance is
received in conjunction with the purchase of merchandise. A person who
establishes or operates a pyramid distribution plan is guilty of a Class H
felony. A person who participates in or otherwise promotes a pyramid
distribution plan is deemed to participate in a lottery and is guilty of a
Class 2 misdemeanor."
Robert FitzPatrick and Joyce Reynolds (1997) described a participant's
involvement in a program called "The Airplane Game" which occurred in Florida in
1987. It had a cult-like environment similar to those described by participants in other
programs such as Amway. The authors directly linked the New Age Movement with the
recruiting success of this particular scheme. FitzPatrick and Reynolds (1997) gave the
following description of a typical "pitch" at an organizational meeting:
"Close your eyes and relax. Let the cool darkness of the room and the
soothing music bring you to your center. As you go within, realize the
timelessness of the moment. There is no beginning, no end. Just this
moment.
Starting with your toes, stretch, then relax. Release the tension in your
feet, your ankles. Focus on your calves and allow the stress to drain from
them. Unbend your knees and feel the ease extending into your thighs.
Now become conscious of your genitals and notice how pleasurable they
feel. Know that pleasure is your natural state.
Breathe slowly and deeply and permit any tension to recede from your
intestines and lower abdomen. No more straining and controlling. You are
now letting Nature and God overtake you. Know that the most powerful
form of energy takes no effort at all.
Feel your chest open and your shoulders lower. You do not need to
hold them tightly as if to protect your heart. You can open up now. Next let
the wrinkles unfurrow, the frown disappear from your forehead. Let your
mouth and lips come to rest in a blissful expression of acceptance. This is
the smile of God, the God that is within all of us.
You have struggled. You have worried. You have worked so hard. All of
that is over now. You have arrived. The path has been long but you know
it is the right because the Universe does not make mistakes. There are no
accidents. Everything is for a purpose.
What lies ahead is love and comfort and freedom. The illusions of
limitations and scarcity have been lifted. The pain that you needed to go
through is complete. Imagine now that you can have whatever you want
and go wherever you wish to go. Allow your mind to focus on the things
and places you have longed to possess or experience. This is your God-
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vision. And it is yours to claim. There is no scarcity. There is plenty for
all. God did not create an insufficient world.
Life, as you know, is a perfect projection of our inner thoughts, our
collective unconscious manifesting itself as what we commonly, however
mistakenly, call reality. Thus, we create reality, day by day, minute by
minute.
When we think love and prosperity, we shall create it. But it takes more
than just thought. It requires aligning with the Universal Will as well.
When the Universe beckons, as it does now, we must answer. It is not
action that is needed but an end to resistance. You have been resisting.
Now you can enter the stream, go with the flow of life and receive
abundance. Simply be willing to name your bliss.
A regal black Mercedes with luxurious leather upholstery ...a sleek red
sports car ... a stylish and comfortable home magnificently appointed and
overlooking the ocean or a spectacular valley ... all the luxuries ... satin
sheets, pearls, gold and diamonds .. .fragrant, sensuous perfumes ... fine
restaurants, vintage wines... and cash, lots and lots of beautiful green
cash, piled high or strewn carelessly everywhere you look.
Picture it all. Taste it. Smell it. Feel it. Fondle it. For it is yours now,
just as God intended. Prosperity and abundance are the natural gifts of
life when perfect alignment is attained. I promise you this.
Now say, yes ... Yes ... YES ... OH, YEESSS!" (1997: 51-53).
Chief Assistant Statewide Prosecutor in Florida, David Augland in an August 25, 1992
interview said after attending several multi-level marketing rallies and sales meetings" ...
that he is personally fascinated by the phenomenon of glazed eyes and emotional frenzy
generated at such meetings, noting their striking resemblance to cults" (FitzPatrick and
Reynolds: 138). The Airplane Game described here involved placing money in with the
hopes of moving from the status of one of eight "passengers" to one of four "crew" to
one of two "co-pilots" eventually to the position of a single "pilot". The pilot is paid a
total of $12,000 from the individual investments of $1,500 from each of the eight
passengers. The pilot falls off with the board splitting and everyone moving up a level.
Of course, as in all pyramid schemes, in order for such a configuration to continue, it
requires a never-ending supply of new recruits. Again, that is mathematically impossible.
According to FitzPatrick, this particular design has been used under the name of
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"Women's Empowering Network", "Friends Helping Friends", "Original Dinner Party",
"Corporate Ladder", and "Winner's Team" among others. This configuration has also
had some slight variations along the way, but it has remained essentially the same.
FitzPatrick and Reynolds (1997) gave some figures that go along with such a
configuration. For example, after just eight splits, 1,024 additional people would have to
be recruited with a total number of 2,047 players. After seventeen splits, 524,288
additional people would have to be recruited with a total number of 1,048,575 players.
The pyramid scheme studied in this thesis was categorized as a "gifting club". It was
configured in the same way as the Airplane Game and represented itself as a group of
people taking turns giving gifts to one another. Pyramid schemes representing themselves
as legal "gifting clubs" have become prevalent enough to elicit a warning from the
Federal

Trade

Commission.

This

wammg

can

be

seen

at

http://www.ftc.gov/bcp/conline/pubs/alerts/giftalrt.htm. According to the alert the
schemes have been spreading through the Mid-Atlantic States and the Pacific Northwest.
Due to the enticing concepts of gifting and helping friends, members of neighborhood
and church groups frequently fall victim.
A review of available literature shows that empirical research into pyramid
schemes is extremely limited. The literature did show however, that theft of some form is
widespread with all social classes taking part. Thomas Gabor (1994) states that most
people engage in some forms of illegality from time to time depending on the
circumstances.
"I contend that criminality is most accurately viewed as a matter of
degree, rather than as an attribute that we either possess or lack. ... many
people take the plunge occasionally in criminal and socially disreputable
behavior. Incentives, personal stresses, provocations, peer pressure, and
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other situational factors may lead an individual who generally displays
conformist behaviour to deviate from that pattern" (1994: Preface xiii).
Rationalizations as well as neutralization techniques employed by offenders are evident
in most of the qualitative studies reviewed.
When the pyramid scheme studied in this thesis came to the attention of the
authorities, it provided evidence of numerous participants of various social classes. This
reinforced the notion set forth by Gabor that all people are capable of criminality
depending on the circumstances in which they find themselves. It also provided an
opportunity to examine the rationalizations and neutralization techniques that were
employed by the offenders who were otherwise normal law abiding citizens. Ultimately,
the study of this form of white-collar crime created the difficult prospect of critically
examining ourselves, as we all seem to have the potential to make the decision to offend
on some level.
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CHAPTER TWO
LITERATURE REVIEW
A review of available literature is necessary when conducting any type of
scientific research. This is done so that the empirical application of the study to be
undertaken is more informed. A review of available literature informs, guides, and directs
the researcher to the data. Any scientific research needs to have the benefit of building on
the work of others if similar work exists. Additionally, reviewing other studies can help
the researcher avoid the pitfalls of other researchers. Those studies, due to
methodological issues, may have not had significant results or strong relationships. In
addition, a lack of data in any area can direct the researcher to explore areas that seem to
be lacking in original empirical investigation. A literature review is also done to enable a
more sound theoretical application. When reviewing available literature, if the theories
and concepts are well developed, they can serve as a guide in designing the planned
research and explaining the relationships between variables. Theoretical applications of
sociological studies are necessary in order to help explain the many elements that may be
present in the subject being examined. More simply put, theory helps to give a "why?" to
the phenomenon being investigated.
No student of sociology can study the concept of white-collar crime without
reviewing the work of early pioneer Edwin Sutherland (1961). Sutherland was the first
person to coin the term "white-collar'' crime. In his study, he conducted an analysis of
seventy large corporations with regard to incidents of wrongdoing. Specifically, restraint
of trade, misrepresentation in advertising, infringement of patents, trademarks and
copyrights, unfair labor practices, financial manipulations, rebates, financial fraud,
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violations of war regulations, and other miscellaneous offenses were examined. "Among
the seventy largest industrial and mercantile corporations in the United States, 97 .1
percent were found to be recidivists, in the sense of having two or more adverse
decisions" (1961: 218). This high figure suggests that upper class persons were engaging
in criminal behavior as much as lower class persons despite the disparity in arrest and
conviction figures. At the time, theories of crime causation arose from studies whereby
biological traits appeared to play a significant part. Sutherland was the first to propose
that the difference in numbers between arrests of the lower class and arrests of the higher
class was due to the amount of power and money available to the latter group. This in
turn enabled them to escape arrest and conviction more successfully. In short, people of
means were committing crime at far higher rates than previously thought.
Sutherland theorized that this was due to differential association. This theory
holds that behavior is learned in association with those who define such behavior
favorably and in isolation from those who define it unfavorably. A person under these
circumstances will in the correct situation, engage in criminal behavior if the weight of
the favorable definitions exceeds the weight of the unfavorable ones. A corporation is a
body of many persons that socializes its employees to perform illegal acts for the good of
the company. These acts however were not held to the same light by those who engaged
in them as to those who committed armed robberies, burglaries, etc. These acts, though
technically illegal, were just "good business".
Of considerable significance is that Sutherland's study suggested that crimes at all
levels, not just white-collar crime, were the result of social structure and other
environmental factors such as patterns of socialization, human interactions, and were not
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caused by "bad genes" or other biological factors as suggested by other studies of his
time. While Sutherland's work does not provide a basis for extracting or identifying
rationales and motivations behind individuals committing white-collar crime, it does
provide a foundation for understanding some of the character of white-collar crime. Any
study of white-collar crime owes an intellectual debt to his groundbreaking work
(Sutherland, 1961 ).
THEORETICAL WORKS
The insights from several theoretical perspectives are used to analyze the
motivations and rationales behind the participation in pyramid schemes as an emerging
form white-collar offending. While not purposefully designed to explain white-collar
offending, useful concepts may be utilized from the logical basis of the following
theories. Propositions from the rational choice perspective of Ronald Clarke and Derek
Comish (2000) are integrated along with those derived from Robert Merton's strain
theory (1957), Jack Katz's work with sneaky thrills (1988), and Gresham M. Sykes and
David Matza's work (1957) on neutralization techniques. The following theoretical
review of the literature reflects these concepts.
Rational Choice
The central theory chosen in this thesis to explain why people engage in white
collar crime is Ronald Clarke and Derek Comish's rational choice perspective. A
significant feature of this theory is that it does not delineate between offenders and non
offenders. It focuses on opportunity and the presumption that people make rational
decisions, although limited or bounded, based upon the situation in which they find
themselves. The rational choice perspective as related by Clarke and Comish (2000) in
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Explaining Criminals and Crime: Essays in Contemporary Criminological Theory has the
following propositions:
1. Crimes are purposive and deliberate acts, committed with the intention of
benefiting the offender.
2. In seeking to benefit themselves, offenders do not always succeed in making the
best decisions because of the risks and uncertainty involved.
3. Offender decision making varies considerably with the nature of the crime.
4. Decisions about becoming involved in particular kinds of crime (involvement
decisions) are quite different from those relating to the commission of a specific
criminal act (event decisions).
5. Involvement decisions can be divided into three stages-becoming involved for the
first time (initiation), continued involvement (habituation), and ceasing to offend
(desistance)- that must be separately studied because they are influenced by quite
different sets of variables.
6. Event decisions include a sequence of choices made at each stage of the criminal
act (e.g., preparation, target selection, commission of the act, escape, and
aftermath) (2000:24).
Crimes under this perspective are never senseless acts. They are deliberate in
nature and intend to bring benefit to the offender. This benefit could include money,
goods, excitement, prestige, sexual gratification, defiance, or domination of others.
Bounded rationality refers to a handicapped decision process. The offender is
doing the best that they can within the limits of time, resources, and information available
to them. With this perspective it remains rational to them. An example would be a person
who succumbs to peer pressure to participate in a crime. Four youths who may have just
taken a welding class could decide to brea k into a business the night before payroll is
made. Due to having the tools and knowledge in which to use them, the decision is made
to commit this act utilizing a blowtorch. The noise and light however, alerts a bystander
who subsequently calls the police. When police arrive, they quickly apprehend the
offenders who subsequently spend a considerable amount of time in jail. An outsider may
consider their choice irrational since they did such a poor job planning and were
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subsequently caught, but to the offender and to proponents of the rational choice
perspective, it was completely rational. It was a limited or bounded rationality.
Rational choice theory has been concerned not only with explaining why
individuals are initially motivated to commit particular offenses, but the manner in which
the offense is committed, the continued participation of offenders in such offenses, and
the likely patterns of persistence from certain forms of offending. Additionally, rational
choice theorists have examined how key aspects of property offenses such as the
selection of victims (i.e., targets), the means of victim access (i.e., availability), and the
methods that offenders used to carry out offense (e.g., carrying weapon) shape the nature
of criminal offending. Rational choice theorists have investigated how it is that certain
types of offenses, seemingly unrelated, are in fact part of a pattern of offending that is
quite logical in the mind of particular offenders. For example, while many offenders who
participate in burglary are generally averse to committing robbery, the latter offense may
become a viable substitute if the nonnal means to commit burglaries is not available.
Robert Merton's Strain Theory
Robert Merton (1957) took the economic position of crime causation with his
strain theory. Merton maintains that in American society, there are approved cultural
goals in place along with approved means in which to attain those goals. In America, the
approved societal goal is the acquisition of money. The following table represents
individual modes of adaptation whereby a person operates within American society.
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TABLE 1: Robert Merton's Theory of Anomie
Robert Merton's Theory of Anomie
Modes of Adaptation
1) Conformity
2) Innovation
3) Ritualism
4) Retreatism
5) Rebellion

Cultural Goals
+

+

Institutional Means
+

+
+

The conformist accepts the cultural goals as well as the institutional means in
which to acquire those goals. This represents the law-abiding person. This person has
reached or is reaching for a level of success, which is the acquisition of wealth through
traditional and legal means. This category represents the most common type of person in
society.
The innovator or lawbreaker accepts the cultural goals, but rejects for whatever
reason the institutional or approved means in which to attain it. This person wants money
and status, but may not wish to abide by the institutional means or may not have the
institutional means available to them. Stealing in whatever form is the approach utilized
by the innovator. This is true for the out-of-work drug addict who robs a convenience
store as well as the insider trader who feels entitled to an extra million dollars in his
portfolio.
The ritualist has scaled down or abandoned the cultural goals of acquiring money
to the point of having their aspirations satisfied. This person also continues to abide by
the institutional nonns. They are satisfied with their position in life and generally hold to
the attitude that "high ambitions invite frustration and danger whereas lower aspirations
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produce satisfaction and security" (1957: 150). They are comfortable and satisfied with
modest levels of wealth.
The retreatists are characterized as being "in" society but not part "of' it. They
reject the cultural goals as well as the institutional means. They include psychotics,
autists, pariahs, outcasts, vagrants, vagabonds, tramps, and chronic substance abusers.
This category represents the least common type of person in society.
Rebellion represents a genuine change in values. Frustration leads to a full
denunciation of the previously prized cultural goal of material wealth. Money means
nothing to these persons.
When there is strong emphasis on the cultural goal without equal emphasis on
acceptable institutional means for all segments of society, strain toward anomie or
"normlessness" exists. This social structure also produces pressure to outdo one's
competitors. In American society, all are socialized to reach for the "American Dream"
of wealth regardless of their social economic status. Strain is an individual response and
manifestation of anomie. Anomie is a permanent feature of American society whereby
norms have lost their ability to regulate behavior and contain it within normative
boundaries.
Merton maintains that money and its accumulation is the goal in American
society. According to this view, money is symbolic and a prestige in its own right. We
want it even when we do not necessarily need it.
The measure of 'monetary success' is conveniently indefinite and relative. At
each income level, as H.F. Clark found, Americans want just about twenty-five
percent more (but of course this 'just a bit more' continues to operate once it is
obtained). In this flux of shifting standards, there is no stable resting point, or
rather, it is the point which manages always to be 'Just ahead" (1957:136).
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When examining the white-collar crimes of multi-millionaires, this view seems to have
merit. Money has an intrinsic value and is symbolic representing success or "The
American Dream". Merton's position is that persons with a lower social economic status
lack legitimate access and will commit more crime since they also wish to attain wealth.
The higher social economic status persons should not be strained and subsequently
should conform (Merton, 1957).
Steven Messner and Richard Rosenfeld (1994) expanded Robert Merton's theory.
They added that the American Dream has a quality of universalism. This means that all
Americans, regardless of social origins or social location, are encouraged to embrace the
cultural goal of acquiring wealth. Acquiring wealth has an intrinsic value beyond the
extrinsic value of what it can buy. Wealth is indicative of hard work, competition, and
being a better American, and as a result, the idea to succeed at any cost prevails. This
cultural preoccupation to succeed at any cost brings a condition where no boundary on
success exists. In turn, there is no boundary on what constitutes enough money. This is
true since the only indicator of success under the social structure in America is "wealth".
A person will always want more. Hence, deviance is not isolated with the lower social
economic status persons without legitimate means; deviance is also engaged in among
wealthy and powerful persons who have legitimate means available to them (Messner and
Rosenfeld, 1994).
Jack Katz's Sneaky Thrill
Jack Katz (1988) coined the term "sneaky thrill". In examining crimes such as
vandalism, joyriding, and shoplifting it was discovered that the offenders sought the
benefit of excitement and not necessarily money or its equivalent. This gaming aspect of
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criminal activity reminds one of a quote made by Paul Newman in the movie "The Color
Of Money". Newman was a veteran pool hustler training a young Tom Cruise in the ways
of hustling to win money as well as demonstrate talent and guile. In one of his many
tutoring sessions he made a statement similar to "Money won is twice as sweet as money
earned." In response to the monetary explanation of crime Katz said this.
"...the study of white-collar crime has been largely a muckraking
operation from the outside; despite isolated exceptions, we have no
general empirical understanding of the incidence or internal feel of white
collar crime. This absence of data makes all the more remarkable the
influence, within both academic and lay political thought on crime, of the
assumption of materialist causation" (1988:313).
Materialist causation is assumed in theories such as Robert Merton's strain theory. Risk,
excitement, or thrill, in Katz's view can be a major benefit sought by someone choosing
to engage in white-collar crime. This game may be as simple as getting over on the
government's established rules or laws. Katz explains the concept of a sneaky thrill with
female shoplifters. They were chosen because in his study they were more numerous and
had more sensitive explanations in their personal accounts.
The first phase involves the person being seduced by a "metaphysical magic"
quality of the deviant act itself. The idea that "it would be so easy" takes hold as the
would-be thief begins to see the object in the context of something to be taken. As the
would-be thief contemplates the act, the object to be stolen is described as entering into a
"conspiratorial" relationship with them. This idea of "it would be so easy" allows them
to discover a secret desire to be deviant.
The second phase involves the thief regaining self-control and maintaining a
conventional and calm appearance. Being able to achieve this level of control in spite of
the nervousness of committing a theft embodies this phase. The would-be thief is trying
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to prove that outsiders are unable to perceive the deviance of which they are internally
aware. The would-be thief in this phase is also struggling to keep their emotions from
actually becoming external telltale signs of what they are doing.
The third and final phase occurs after the scene is successfully exited. This is the
euphoria or thrill of having gotten away with it. Getting away with it not only involves
the object stolen, but the deviant act itself. In addition, getting away with it involves not
having to be subject to the humiliation of being caught.
Katz uses several metaphors to describe the process. One is that of a game. Each
successful theft is a win. Another metaphor is religious. Property is seen as sacred. To
vandalize, steal, or trespass on someone else's property is defiling it. The criminal's aim
is to project something negative into the victim's world. The sexual metaphor involves
not only engaging in an act that is prohibited at their adolescent age, but the idea of, to
put it bluntly, "screwing" their victim is present in committing the act. The sneaky thrill
has also been described as being sensually metaphysical. The idea of "this can't be
happening to me" suggests that a dreamlike state exists when the thief is committing the
act. They do not walk through the store as a sleepwalker or daydreamer, but through the
sensuality of the event, they walk through its mythical dimensions. Katz theorizes that
this adolescent phenomenon may not disappear with age, but may migrate to other
offenses such as adultery and embezzlement (Katz, 1988).
Drift Theory: Sykes' and Matza's Neutralization Techniques
David Matza (1967) in studying juvenile delinquency developed the drift theory.
This theory suggests that a juvenile becomes involved in delinquent behavior because
they neutralize themselves from the moral bounds of the law and "drift" into committing
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delinquent acts. The offender usually drifts back and forth between normal and minor
illegal behavior eventually settling in one or the other. Most do not develop a self
concept of being a deviant and settle into a normative lifestyle. The pre-requisite
condition with juveniles is the feeling of injustice, which can lead to a situational group
justification for committing criminal acts. This group justification allows for
neutralization of the law or any pre-existing feelings in the juvenile that what they are
doing is morally wrong.
In a 1957 article Gresham M. Sykes and David Matza in studying juvenile
delinquency mentioned some common neutralization techniques that an offender would
utilize when making the decision to commit an offense. They were: (1) denial of
responsibility, (2) denial of injury or victim, (3) condemnation of the condemners, and (4)
appeal to higher loyalties.
Denial of responsibility is a technique whereby the offender simply blames
someone or something else for his or her act. They are "helplessly propelled into new
situations" (1957: 667). This is vocalized with "I didn't mean it."
Denial of injury or victim is a technique whereby the offender takes the view that
what they are doing may be technically illegal, but not really wrong. This is vocalized
with "I didn't really hurt anybody." Similar to this concept is the idea that the victim
actually deserved what happened to him or is not realized due to distance or anonymity.
This is vocalized with "They had it coming to them."
Condemnation of the condemners involves shifting blame away from themselves
to those who disapprove of the violations. The offender with this technique criticizes the
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law as being unnecessary or criticizes law enforcement for enforcing the law. This is
vocalized with "Everybody's picking on me."
Appeal to higher loyalties involves placing the laws of society beneath the bonds
of a smaller social group. Friendship, gang, or family ties play a role in this technique.
This is vocalized with "I didn't do it for myself' (Sykes and Matza, 1957).
Kenneth Tunnell (1992) whose work will be examined in more detail later, also
touched upon neutralization techniques in his study. He discovered that " ... offenders
often decided to commit crimes with the aid of one or more neutralization techniques that
enabled them to decide to commit crimes in a seemingly less-than-rational manner"
(1992:73). This goes back to Comish and Clarke's rational choice perspective and the
idea of limited or bounded rationality. Techniques of course could vary significantly
depending on the offense being studied.
The theories of Ronald Clarke and Derek Cornish (2000), Robert Merton (1957),
Jack Katz (1988), and Gresham Sykes and David Matza (1957) will all be used to
develop themes in examining the rationales and motivations for committing white-collar
crime. The situational context and rationalization of criminal offending as set forth by the
rational choice perspective will be used to develop themes as well. The motivation of
acquiring money as set forth by the strain theory along with achieving some level of
excitement, as set forth by Jack Katz's theory will be examined. Finally, the presence of
neutralization techniques as set forth by drift theory will be examined in the pyramid
scheme.

31

EMPIRICAL STUDIES
Empirical studies are scientific efforts to gather evidence that either support
theories or as a result of their findings, expand new ones. In the social sciences, these are
either of a quantitative or qualitative design. "Qualitative research basically involves data
in the form of words, pictures, descriptions, or narratives. Quantitative research uses
numbers, counts, and measures of things (Berg, 1989)" (Monette, Duane R., Thomas J.
Sullivan, and Cornell R. DeJong: 82). In examining the available literature with regard to
empirical studies, the researcher is able to see how well theoretical and conceptual issues
have been developed and if they have been subjected to empirical testing. If well
developed, they can serve as a guide in designing the planned research and explaining
relationships between variables. If they have not been well developed, exploratory
research may be considered using qualitative measures to advance conceptual and
theoretical development (Monette, Sullivan, and DeJong, 1994). A review of the
literature in this case showed that there was a lack of empirical work with regard to
pyramid schemes. For this reason, the area of fraud and petty theft was examined as a
possible substitute to capture the necessary theoretical concepts. The literature reviewed
here covers fraud and larceny of a petty nature generally committed by individuals. In
addition to these types of offenses, tax evasion is examined since the pyramid scheme
focused upon in this thesis question centers itself upon existing tax law and legal
loopholes.
Kenneth Tunnell (1992) conducted a study where he examined the criminal
histories of inmates incarcerated at six state prisons, three minimum-security community
service institutions, two work camps, and five county jails in Tennessee. After identifying
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potential participants he went to these facilities and conducted interviews. The data was
comprised of official state records, field notes, and loosely structured personal interviews.
Tunnell was interested in detailed accounts of the processes by which the inmates
committed specific crimes to include theft.
"Each was questioned about and described the way he gathered and
defined information about whether to commit a crime; the various
alternatives considered to the crime; his knowledge of such alternatives;
the process by which alternatives were evaluated; and perceptions of the
costs and rewards of one alternative over another. By focusing on these
specific processes, I attempted to situate their criminal decision making
within a theoretical context guided by deterrence and rational-choice
theories" (1992: 21).
Tunnell, in examining property offenses, found that fifty-three of the sixty (eighty-eight
percent) repetitive property offenders reported that money was their primary motivation.
Despite Tunnell's conclusions there were hints of other motivations in one account:
"Q: What was the reason you did the burglary?
A: Well, for the money, for the money. That's the only reason I did any
burglaries. Really, any crime at all would be for the money. And the
excitement, you know, it was always there, but it was for the money, more
or less.
Q: Did you see any other benefits coming from doing burglaries or was it
just the money?
A: Just the money.
Q: You didn't do it because it was exciting orA: It was fun, I guess it was kind of exciting in a way" (1992: 41).
The motivation of money supports Robert Merton's (1957) theory of strain and anomie.
Even in this account there is evidence that supports Jack Katz's (1988) theory that
excitement may be a strong motivation to commit theft. Tunnell concluded however that
excitement was only a "latent benefit" or byproduct of the act itself. Latent benefit meant
that excitement was only a secondary motivation. He concluded that money was the
primary motivation.
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Tunnell also found evidence of "neutralization techniques" in support of Sykes
and Matza's (1957) work. "Altered states" or drug and alcohol use was evident in many
accounts. Any pre-existing inhibitions are significantly reduced when a person is under
the influence of a drug or alcohol. An armed robber or burglar would at times drink
alcohol or use drugs just prior to committing the criminal act. "Talking it up" with
conversations among cohorts had a calming effect while the decision to commit a crime
was being made. This involved the would-be offenders talking about the positive aspects
of the criminal act. The pre-occupation of a conversation helped to reduce fear and
anxiety. Also these conversations served to "psych" up the offender. "Hey, this is a piece
of cake", "We're going to get so much money from this job", "Nobody will ever find
out", and "We're all in this together" are examples of this technique. The negative
aspects of the decision were ignored while the positive aspects were emphasized. No talk
of being caught by the police and thrown into jail is brought up; only the positive
possibilities are mentioned. Within this technique was the idea of strength in numbers.
"Higher loyalties" was a third technique listed. Tunnell described this situation as
involving an older more experienced criminal being present whose decision to commit an
offense was trusted by the younger offender. In this situation, a veteran offender who had
committed similar crimes before would be the one looked up to by the younger offender
and trusted. The younger offender did not want to disappoint this veteran offender. "Out
of mind" was a fourth technique found whereby all negative aspects were simply put out
of the offenders' minds. The offender simply did not dwell on the negative possibilities.
Being caught by the police and spending time in jail just does not enter their mind. By
keeping a positive outlook the decision to offend had a better chance of success. "Talking
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it up" and "Out of mind" go hand in hand with accentuating the positive aspects and
ignoring the negative aspects dming the decision to offend. It is not about what may be
wrong with the decision, it is about what they can acquire as a result of their illegal
activity. All of these techniques served to weaken the rational decision process that was
used by the offenders interviewed (Tunnell, 1992).
James Teevan and Heather Dryburgh (2000) conducted a study of fifty-six high
school boys in an attempt to detennine why they engaged in or refrained from certain acts
of delinquency including petty theft. The test subjects were all Grade ten to thirteen boys
at one public high school in London, Ontario. Using interviews with a list of possible
reasons for offending used by the respondents it was determined that "For
shoplifting/petty theft checklist responses, anomie theory seems most relevant (that they
cannot get what they want in 'normal' ways (1.8) ... " (Teevan and Dryburgh: 86).
Checklist responses referred to choices available to the respondent in the interview
schedule. Neutralization techniques were also employed. "Some respondents see theft
from large stores as justified because the stores are making huge profits, whereas theft
from individuals, friends, or family is seen to be wrong" (Teevan and Dryburgh: 89).
Sykes and Matza's (1957) neutralization technique of "denial of victim" is supported here
(Teevan and Dryburgh, 2000).
John Wright and Francis Cullen (2000) also looked at juvenile delinquency, but
they focused on the workplace as a possible variable. The school system was sought out
to locate working juveniles for the study. Among eight high schools located in northeast
Tennessee 326 students were given a cross sectional survey. The survey included
measures of the quality of the outside of school work environment as well as the nature of
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the social relationships within the work environment along with incidents of reported acts
deemed to be delinquent to include theft. They found that students with higher grade
point averages in school had lower levels of outside job-related misbehavior and that
respondents with strong materialistic values reported significantly more involvement in
delinquency on the job. Wright and Cullen found that "Taken together, these findings
seemingly indicate that working students bring to the workplace certain character traits
that predispose them to engage in delinquency while on the job" (2000: 876). In addition
" ... these findings suggest that delinquent youths, who also do poorly in school and who
place a strong value on money, import those characteristics into the workplace and, in
turn, engage in job-related delinquency" (2000: 876). This strong value on money
correlates with Robert Merton's (1957) idea of the American Dream and anomie theory
(Wright and Cullen, 2000).
Continuing with the workplace as a setting for deviance Donald Homing (1970)
focused on the workers' conceptions of property in the plant and how it relates to their
attitudes toward pilfering. The term "blue-collar theft" was used to describe the activities
engaged in by the respondents in this study. Eighty-eight male operatives of a large
Midwest electronics assembly plant were interviewed in an intensive semi-structured
setting. The researchers found that the employees categorized property into three classes:
company property, personal property, and property of uncertain ownership. Depending
on which category property falls, work group norms dictate what is acceptable and what
is not when it comes to taking property. Homing (1970) demonstrates this in the
following accounts:
"What happens if you're caught-it depends upon the item. You're fired if
its large-warned if it's small. Their policy seems to point to large quantity
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or high value. If you take often and are caught you're fired. If you do it
only occasionally, then you are just warned." (1970: 61)
In this account, the value and quantity of the items is important as far as what is deemed
acceptable. In addition, stealing frequently is seen as more serious than just occasionally
stealing. In the above account, the word "take" is used and not "steal".
"Not when the taking is on a personal use basis. It's a generally accepted
practice. Everybody is doing it so why should anyone feel guilty? The
workers frown on people who do it on a large scale cause they're afraid
the Company will crack down on everyone. When the big operators are
caught everybody feels better but they won't tum him in. That's in a way
kinda funny, isn't it? If he's fired they don't feel sorry for him. He gets
what he deserves"(l970: 62).
This account emphasized how group norms affected criminal behavior. "Everybody is
doing it" signifies a neutralization technique. The large-scale thieves are condemned only
because they threaten the environment in which the low-scale thieves are able to operate
(Homing, 1970).
David L. Altheide, Patricia A. Adler, Peter Adler, and Duane A. Altheide (1978)
wrote an essay that involved theft in the workplace. They concentrated on the non
criminal type characterized as follows:
"The people focused on in this essay are predominantly solid, respectable
citizens who pay taxes, root for major league stars, believe in the
'American way of life' and the virtues of hard work and honesty, and are
quickly angered by the thought of welfare chiselers, street hoodlums, and
the permissiveness and immorality which they believe is upsetting an
established social order"(l978: 90).
Drawing on information gathered from informants in various jobs across the country a
conceptual framework was established that involved the concept of "wages in kind".
These are extras that an employee feels entitled to for various reasons. The employee
may feel that since they have not received a deserved pay raise taking a few items along
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the way from the workplace is a form of earned income. A rank and file employee may
also feel like the management does not care about their welfare and subsequently
rationalizes stealing a couple of items just to create a shortage and make the management
"look bad". This essay also suggested that the typical white-collar offender as described
above does not look at themselves as criminals and continues to view the street criminal
as a target of blame and threat to morality and social order despite their own
transgressions (Altheide, Adler, Adler, and Altheide, 1978).
Alice Franklin (1976) during the course of her dissertation studied theft in a large
retail organization. Nine branch stores in a mid-western city of over one million were
examined with the population studied numbering 447 known dishonest employees. Theft
was classified into two categories, pilfering and embezzlement. This study examined the
relationship between organizational position and internal theft as well as the effects of
demographic factors. It also examined organizational controls on internal theft.
Franklin (1976) found that November and December were the most frequent
months of employee theft. A correlation was found and explained due to the higher
number of part time employees hired for the holiday season. Employees aged eighteen to
twenty-two committed thefts at a rate nearly six times their proportion in the work force.
The shorter the amount of time employed the more likely the theft involved cash or
merchandise. The longer the employment the more likely the alteration of records was
employed to facilitate the theft. It was also found that length of time with the organization
enhanced the feeling that theft could be committed with less fear of punishment.
Franklin (1976) in examining demographic variables found that age, sex, race,
educational status, and marital status did not discriminate among the violators studied
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with respect to the type of theft committed and reason for theft. In examining the
recorded statements about the reason for theft, Caucasians were found to be more likely
to offer the excuse that they did not know their behavior was wrong, than were African
Americans. This was also prevalent among the offenders in upper-level positions in the
company. This is illustrative of Sykes and Matza's (1957) "denial of responsibility"
neutralization technique. If a person claims ignorance of wrongdoing when caught, in
doing this they are attempting to project the idea that they are in fact not guilty of any
cnme.
Employees found most likely to be prosecuted were those at the middle and lower
levels of organization who took moderate to high amounts and those whose rationale was
that they thought they could steal without being caught. The offenders most likely to be
allowed to make restitution were those who claimed that they planned to return the
money, those who expressed remorse, and those who claimed ignorance of company
norms. Leniency was also extended more often to those employed over five years and to
those in upper-level positions (Franklin, 1976).
In research on 1,681 employees who had stolen from their employer, Gerald
Robin (1967) based his analysis on security records of three large department store
companies. Out of 1,681 employees who had stolen from their respective employers, 288
of the employees (seventeen percent) were prosecuted. Only eight of the 1,681 were
allowed to keep their jobs.
Of those prosecuted, two percent of one company's 584 offenders were
prosecuted, eight percent of another company's 358 offenders were prosecuted, and
thirty-four percent of the third company was prosecuted. This third company reflected a
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distinctively different philosophy when it came to pursuing criminal charges against its
employee thieves. Robin (1967) found that the first two companies were " ... much more
interested in terminating dishonest employee cases as quickly as possible, and they were
more sympathetic toward employees who had violated their trust. They felt that
prosecution generally served no useful purpose and wished to avoid any further publicity
in an admittedly sensitive area. By contrast, Company A's position was that criminal
behavior by its workers-biting the hand that feeds them-should result in observable,
punitive consequences extending beyond loss of employment whenever possible" (1967:
689). Of the cases that were prosecuted only twelve of the 256 were sentenced to
incarceration. The courts' actions were another indication of prevailing public attitudes
due to the lenient sentences given out. Specifically, employee theft (white-collar crime) is
tolerated over and above the traditional street crimes. A preoccupation with traditional
street crimes with regard to enforcement, conviction, and sentencing does not include the
working citizen who simply made a mistake. As a class, businesses who were victimized,
the law enforcement community, court system employees, and potential jurors can relate
to the white-collar offender more easily than with the typical street level offender (Robin,
1967).
To revisit a theorist already mentioned, Jack Katz (1988) examined the
autobiographical accounts of self-reported property offenses by students at UCLA during
the years 1983 to 1984. The sample consisted of 250 students in three offerings of an
undergraduate criminology class and examined shoplifting and vandalism. The term
"sneaky thrill" became apparent as a motivation in and of itself beyond that of just
material gain. This is apparent in the following quotation by one of the students:
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"(82) The feeling I got from taking the pizza, the thrill of getting
something for nothing, knowing I got away with something I never
thought I could, was wonderful.. ..I'm 21 now and my neighbor is 23.
Every time we see each other, I remember and relive a little bit of that
thrill"(l 988:64).
Katz' position is that sociology had been largely ignoring this motivation in favor of the
more traditional theories such as Robert Merton's (1957) anomie theory. Katz feels that
this thrill may be a powerful motivation by older offenders committing other acts such as
adultery or embezzlement. Since youthful offenders in his study reported excitement or
thrill as a powerful motivation, he theorized that this may continue as some of them
continue committing crimes into adulthood (Katz, 1988).
Thomas

Gabor

(1994)

examined

justifications

and

situation-specific

rationalizations given by employees who stole from their employers. Interviews were
conducted, and rationalizations were found similar to those found by Homing (1970).
Denial of injury seems to present in the first quotation.
"'Even though I've told myself I shouldn't be doing it, I justify it by
saying it wasn't that big of a deal. I almost think I should do these people
a favour when they come in to see me. I'm bringing in extra business .. .I
have a lot of friends that come in all the time to eat and drink. I give them
a lot of free pop ... Maybe someone else who works here doesn't drink pop.
I'm giving their free pop to someone else.'
This employee has rationalized that what he or she is doing, although "technically"
wrong, is actually in some way helping the business. This helps them neutralize any
feelings of guilt for what they are doing. The following quotation, although different, also
supports the presence of a neutralization technique.
'I've done it on purpose when I think that I deserve it because I work there
maybe ten hours a day, which is illegal, so why shouldn't I get free
food ... We work long hours and we hardly ever get a break, so we deserve
something extra.'" (1994: 183).
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In this account, the employee has "demonized" the victim or business so to speak and
blamed them for what the employee is doing. This is an example of the "denial of victim"
neutralization technique. Actual or perceived injustices help this person neutralize any
feelings of guilt. Both accounts show how a would-be offender rationalizes their decision.
Gabor (1994) conducted another study to measure the prevalence of employee
honesty where 125 convenience stores in the Ottawa, Canada area were visited by
researchers. In each case the researcher posed as a customer and purchased a newspaper,
which at the time cost thirty cents. A dollar was given to the cashier, and the researcher
walked away giving the impression that they had forgotten the change. They walked at a
slow enough pace in order to give the cashier time to tell them of their mistake. A total of
twenty stores (sixteen percent) had cashiers who did not return the extra change. In
another study by Gabor (1994) to measure the prevalence of dishonesty, a field
experiment was conducted where a total of 112 stamped, self-addressed envelopes were
planted under the windshield wipers of cars that had parked in various shopping center
parking lots in Ottawa. In the envelopes were notes suggesting that the envelope had been
found near their respective cars by a passerby. The envelopes were semi-sealed. Half
contained an old Canadian penny along with a letter appraising the coin's value at $150.
The other half contained only a personal thank you note. They found that one-quarter of
the letters were not returned by those discovering them on their windshield. The
envelopes containing coins were slightly less likely to be returned than the ones
containing only the personal note. Males were less likely to return the letters than
females, and younger subjects were overall substantially less likely than older subjects to
mail the letters (Gabor, 1994).
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In a classic study on the prevalence of dishonesty by the public at large Philip
Zimbardo (1973) conducted a field experiment where a car was left abandoned on a street
across the street from the Bronx north campus of New York University and observed for
sixty-four hours. A second car was left abandoned on a street near Stanford University in
Palo Alto, California, but this car was not discussed any further. In New York, within ten
minutes of the car being left abandoned, the vandalism began with a father, mother, and
eight-year old son. In less than three days twenty-three incidents of destructive contact
were recorded. Incidents of removing parts occurred first. Eventually, windows were
broken, and overall destruction of what was left of the car occurred. Zimbardo described
the adults who participated as "... all well-dressed, clean-cut whites who would under
other circumstances be mistaken for mature, responsible citizens demanding more law
and order" (1973:88). He concluded that New York with its large population provided the
needed feeling of anonymity to aid the offender in the decision to act. Anonymity, in a
sense takes away personal responsibility. With the feeling of "no one knows me",
unbridled emotions and physical activity are more possible. If no one knows me, then I
will not be caught (Zimbardo, 1973).
In another classic piece of research, Philip Zimbardo (1973) with Craig Haney
and Curtis Banks set up a simulated prison. A total of twenty-four subjects who were
" ...judged to be most stable (physically and mentally), most mature, and least involved in
anti-social behaviour were selected to participate in the study...The subjects were
normal, healthy males attending colleges ... largely of middle class socio-economic status,
Caucasians (with the exception of one Oriental subject)" (1973: 73). This describes what
most envision when they think of law-abiding citizens. Random assignment was used to
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assign participants to one of two groups, guards and prisoners. The experiment took an
unexpected turn and had to be terminated six days early. This was because of extreme
psychological distress experienced by those assigned to the prisoner group and other
related factors. Five of the prisoners had to be released because of depression, crying,
rage and acute anxiety. One developed a psychosomatic rash that covered portions of his
body. Some of the guards went beyond their roles to" ... engage in creative crnelty and
harassment" (1973: 81). The participants assigned to be "prisoners" expressed relief that
the experiment had ended. On the other hand, the participants assigned to the "guard"
group were not so eager to end the experiment because they had" ...enjoyed the extreme
control and power which they exercised and were reluctant to give it up ....None of the
guards ever failed to come to work on time for their shift, and indeed, on several
occasions guards remained on duty voluntarily and uncomplaining for extra hours
without additional pay" (1973: 81). The significance of this experiment was that a
perfectly normal emotionally stable sample was used, and the participants assigned to be
guards began to show signs of dehumanizing and overly aggressive behavior. This
suggested that anyone, regardless of biological traits, is capable of committing criminal
acts under the right conditions. This experiment left the question of what other types of
behavior would a normally law-abiding adult be capable of committing (Zimbardo,
Haney, and Banks, 1973)?
Paul Tracy and James Fox (1989) researched the prevalence of dishonesty toward
customers among the business community. A field experiment was developed to research
possible fraud in automobile body shop repair costs. Four drivers, two men and two
women, all in their early twenties posed as owners of vehicles with body damage. A total
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of ninety-six auto body shops were randomly selected after stratifying Massachusetts into
seven geographic regions. Over a pe1iod of four weeks during August and September of
1987 the drivers presented the cars to the body shops to get estimates of repair costs.
Each shop had two cars presented: one with insurance and one without insurance.
Insurance was the key experimental variable in this research design. The researchers were
primarily interested in how members of the business community discriminated against
customers based on the presence or absence of insurance coverage. Therefore, insurance
was the key variable in this research design. One of the key findings was that vehicles
with insurance had higher estimates than the uninsured vehicles. "Averaged across
observations, repair estimates under the insured condition were 32.5% higher than under
the noncovered condition" (1989: 602). Of course an insured customer is more certain to
come through with payment for the service provided. This influenced raising the prices
for service under these conditions (Tracy and Fox, 1989).
Studies of non-traditional criminal behavior were also examined to search for
themes already identified. Although collective behavior has been a different area for
study altogether, the idea of strength in numbers and anonymity, as neutralization
techniques seemed to be supported in the following study. In New York City on July 13,
1977 there was a widespread blackout. On that occasion 2,000 stores were looted and
3,776 suspected thieves were arrested by the police. Robert Curvin and Bruce Porter
(1979) conducted a study of the New York City blackout and found that there were three
stages involved. The first stage was characterized by vandalism and destruction being the
main motivation. In the second stage, "...there is conscious and deliberate looting, and
the taking of goods is organized and systematic. Delinquent gangs and theft groups
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operating with pragmatic rather than ideological considerations often dominate this stage.
In the third stage there is an open, widespread and nonsystematic taking of goods. At this
point, plundering becomes the nonnative, the socially supported thing to do; people from
all social and income levels who reside in the community participate" (1979: 4,5).
Although theft was found to be the primary motivation Curvin and Porter (1979) also
found that some of the adolescents who participated were also looking for fun and
excitement which suppo1ts Katz' (1988) theory. These findings suggest that the social
environment and situational context in which a would-be offender finds themselves has a
significant influence on whether or not they will commit crime. Similar to Philip
Zimbardo's (1973) experiment where an unattended vehicle was vandalized in New York
City, the anonymity of a group seems to be present as a significant neutralization
technique (Curvin and Porter, 1979).
Evidence of other neutralization techniques such as "denial of victim" and "denial
of responsibility" were found in the following study. Everett Hughes (1964) examined
the participation of and toleration by otherwise law abiding Germans in the "final
solution of the Jewish problem" during the Nazi regime of Germany in World War II. He
found that there was an unwillingness to think about the "dirty work" done. In a
conversation between the author and an architect in 1948 in post war Germany the
following description of the situation was given:
"The architect: 'I am ashamed for my people whenever I think of it. But
we didn't know about it. We only learned about all that later. You must
remember the pressure we were under; we had to join the party. We had to
keep our mouths shut and do as we were told. It was a terrible pressure.
Still, I am ashamed. But you see, we had lost our colonies, and our
national honor was hurt. And these Nazis exploited that feeling. And the
Jews, they were the problem. They came from the east. You should see
them in Poland; the lowest class of people, full of lice, dirty and poor,
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running about in their Ghettos in filthy caftans. They came here, and got
rich by unbelievable methods after the first war. They occupied all the
good places. Why, they were in the proportion of ten to one in medicine
and law and government posts!'" (1964: 26, 27).
Although the previous statement is not given by someone who stands accused of a crime,
it reflects that of an offender who has just been caught in some wrongdoing. The idea of
"I did not know" is apparent in this account. Even though he was not a participant in the
atrocities, numerous otherwise law-abiding Germans committed the similar crime of
omission in refusing to acknowledge the crimes, much less act on it. This supports the
neutralization technique of "denial of responsibility". This account also portrays the idea
of "saving face". The architect acknowledges the crime and apologizes, but he also gives
an explanation and rationalizes the situation to lessen the culpability of the offenders.
Sykes and Matza's (1957) neutralization technique of "denial of victim" seems to
manifest itself here as well in the remarks where the Jewish people were characterized as
"filthy" and blamed for taking the best jobs in Germany. This study supports the presence
of several neutralization techniques when it comes to people of higher socio-economic
classes being in a position of blame for some wrongdoing (Hughes, 1964).
Robert Mason and Lyle Calvin (1978) conducted a study of admitted income tax
evasion in Oregon. A probability sample of households was selected using the county as
the primary sampling unit. A ten percent sample of blocks was then taken within each
census tract. This was in a Standard Metropolitan Statistical Area (SMSA). Outside of the
SMSA one household within each sample of block-like segments was selected so that a
sample proportional to the county population was produced. Mason and Calvin (1978)
were concerned with the " ... knowledge of, attitudes toward, and compliance with the
personal income tax laws in the state of Oregon" (1978: 76). This study concentrated on
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the total population of Oregon not just persons in high-status positions. Three types of
evasion were measured, failure to file a return, underreporting of income, and
overstatement of deductions. The method of data collection was through personal
interviews. One key finding concerning the frequency of offending was that twenty-five
percent of the sample admitted to at least one of the previously mentioned three acts of
tax evasion.

Based on these self-reports, the most frequent offense was underreporting

of income. Mason and Calvin (1978) also found an inverse relationship between income
and failure to file a return; those from lower income groups were more likely to report not
filing a tax return than were those from higher income groups. They concluded that this
may be due to lower income people receiving cash for work payment with no records
attached. Another possible explanation was that lower income people may feel that the
IRS only concentrates on large amounts of money when investigating tax evasion. Young
people were also significantly more likely to admit underreporting income than older
people. The independent variable with the strongest correlation was the belief in the
probability of not being apprehended. They also concluded that " ... occupational prestige
had no significant bearing on tax evasion; evasion apparently is practiced with
comparable frequency throughout the occupational hierarchy" (1978: 87). In addition,
"People do not seem to need, or at least do not report, an ideological justification for tax
evasion" (1978: 87). There was no evidence of perceived unfairness or inequity on the
part of offenders as far as the tax system was concerned. They did not violate tax law
because they were angry with the tax system in place. This study demonstrated the
prevalence of another type of offending by otherwise law-abiding citizens (Mason and
Calvin, 1978).
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Another study of taxpayers was conducted by Kathleen McGraw and John Sholz
(1991). The Tax Reform Act (TRA) went into effect for tax filers in 1987 for the first
time. This law was enacted with the purpose of making the tax system more equitable and
fair. The TRA was described as defeating special interest groups, reducing tax shelters
and shifting tax responsibility from the poor to the wealthy. McGraw and Sholz were
interested in compliance with 1) normative obligations to obey the law being stressed to
the public as opposed to 2) deterrence factors being stressed. Normative obligations
appeal to the taxpayers' sense of duty to obey the law. Deterrence factors appeal to the
taxpayers' not wanting to be punished for any violation of the law. This study was
designed to measure the difference between a sample of 1,142 taxpayers who lived in zip
code areas surrounding the State University of New York at Stony Brook. They were
selected to reflect middle and upper income individuals most likely to be affected by the
Tax Reform Act. Of the 1,142 at the start, 589 were successfully contacted to participate
in the study. Of those 589, 154 agreed to participate. Random assignment was used to
place the 154 participants into one of the three experimental conditions. The first received
the normative TRA information, second received the personal consequences TRA
information, and the third was a control group. In the first two groups, each participant
viewed a thirty-minute videotape describing aspects of the TRA. The participants in the
"nonnative" group viewed a tape that explained the TRA and emphasized "normative"
obligations to obey the tax law. This stressed the idea of civic duty, social responsibility,
and patriotism. The participants in the "personal consequences" group viewed a tape that
also detailed the TRA, but stressed the idea of there not being any obligation to incur any
more tax liability than the law requires. This emphasized aggressive strategies to
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minimize individual tax liability. After viewing the videotapes the participants completed
a questionnaire that measured what they had learned as well as any initial attitude
changes. The control group also completed the same questionnaire, but they did not view
either tape. They went in with no previous exposure to information on the TRA. In
addition to the data obtained from the questionnaires, tax return information for the
participants was examined. McGraw and Sholz found that "Neither the self-report nor the
official tax return data provided compelling evidence that the normative or personal
consequences videotape affected compliance" (1991: 492). This study appeared to be
undertaken with the purpose of assessing any changes in tax compliance as a result of the
TRA. However, it demonstrated that even with intervention, tax evasion would most
likely still occur. The significance of this study was the evidence, that despite appeals to a
person's civic virtue and responsibility, the likelihood of the average citizen committing
tax evasion on some level was still prevalent (McGraw and Sholz, 1991).
The remaining studies and works reviewed deal specifically with fraud and
pyramid schemes, two types of theft, which are extremely limited. In personal
correspondence with Robert FitzPatrick (1997), an author who reportedly spent five years
co-authoring a book on pyramid schemes, I discussed the lack of research.

His

explanation for this lack of scientific study was that the pyramid is a fleeting
phenomenon, which comes and goes in an area like a ghost. In addition, he maintains
that shame and denial by the participants who are generally middle and upper class with
standing in the community further adds to the difficulty of conducting a scientific inquiry .
The :!)yran1id scheme examined in this case study was present in the area for several
months. However, the authorities did not know of its existence until a considerable
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amount of time had passed. Shortly after the authorities went public with its true nature, it
collapsed almost immediately. It is not unlikely that other jurisdictions where a pyramid
is rumored to be operating would not do the same thing to prevent people from losing
large sums of money. This prevents any possible attempts to conduct any type of
participant observation study of the pyramid. The next best source of information was a
study of "scam artists" or "confidence men". In the following study, considerable effort
was made to learn about the characteristics of "confidence game" perpetrators and
victims.
In studying the perpetrators and victims of confidence games Richard Blum
(1972) worked with the Fraud Detail of a major city police department. Thirty-four
confidence men and one woman were identified through law enforcement channels and
approached by the researchers. Four additional confidence men who were well known to
a senior investigator were identified. A final group of fourteen experienced and
competent thieves were found to be cooperative and allowed themselves to be
interviewed. Forty-four individuals who had complained to a major city police
department as having been the victim of a confidence game were identified, and twenty
four agreed to be interviewed.
A confidence game is any type of fraud whereby the victim is approached with
some sort of "get rich quick" scheme. Normally, the design of the scheme requires
"larcenous intent" on the part of the victim. The victim is engaging in some sort of
activity whereby their involvement is at the least morally questionable. When the game is
sucrnssfully pulled off and money is lost, many victims are reluctant to complain to the
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police due to shame of their involvement. Confidence games take many forms and are
only limited by an individual's creativity in their design .
In the interviews, the perpetrators of confidence games identified several groups
as ideal victims, older men or senior citizens, well-dressed men who were drinking or
drunk, servicemen on travel orders and those returning from overseas, traveling salesmen
or convention-goers, traveling pro athletes, Chinese, lower-class young men, African
Americans, business and professional men, middle-aged men, lonely women and
members of religious orders. Blum (1972) found that when the perpetrators were asked to
describe potential victims most of the sample " ...said that the average man was greedy,
trying to get something for nothing, a thief and on the con himself. In consequence, they
deserved what they got, for they were punished both for their greed and for their stupidity
by being taken" (1972: 40). This is another example of "denial of victim" in which
offenders describe victims as deserving in some way for their misfortune. This helps the
offender to significantly neutralize any feelings of guilt while committing their crime. I
am also a law enforcement investigator and had occasion to interview a career confidence
man before he went to prison for obtaining money by false pretenses. In his schemes he
and his conspirators made a point to identify, approach, and exploit religious elderly
persons. This con man told me that he knew I looked at him as a cmmnon thief. However,
the con man verbalized a rationalization. He said that the victims of these schemes were
also wrong for being in a position to be taken in the first place. He added, "God would
never allow one of His true children to be separated from large sums of money." In other
worrs, the victims were deserving of what happened to them. My personal experience
also supported the finding on this point in the study.
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Of the victims studied, Blum (1972) found that more than half reported
themselves to be deeply religious. Eight of the twenty-four reported being reluctant to
complain to the police due to pride and shame. "Far from being dishonest, most lead
stable upright lives; unfortunately their 'uprightness' involves both rigidity and
narrowness which has ill-fitted them to assess fraud when it comes their
way ...Embarrassed perhaps, they nevertheless do not feel that they have been at fault, at
least not by harboring criminal designs" (1972: 69). These were characteristics that
became evident in examining some of the character traits of the victims. Most were law
abiding citizens, but were naive when it came to assessing the fraudulent intentions of
others. Of the twenty-four victims, only eight reported being reluctant to involve law
enforcement. The majority of the victims did not express guilt for becoming involved and
did not identify themselves as harboring criminal intentions. Although the victims were
not perpetrators, their involvement constituted wrongdoing on some level. In failing to
identify themselves as criminals, this supports the "denial of responsibility" technique
whereby they do not see themselves as wrong for being involved in the first place.
Blum concluded that the victims of a trust violation were also more likely to be
the perpetrators of a trust violation. Interesting was the fact that many perpetrators of
fraud lost money themselves very quickly either gambling or in some other type of fraud
scheme. Perpetrators were avid risk takers. Ironically, the perpetrators and victims
possessed the same character traits, which made perpetrators of fraud also prone to falling
prey to a fraud. The lifestyles of those involved in confidence games dictate that "the
lose:s and the winners were one and the same" (1972: 243). The evidence that raised this
point was striking, and the researchers in this study theorized that certain people are more
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at home with deception than others. Deception involves giving and receiving lies, in
responding to impersonation and in sharing unrealistic fantasies. The pyramid scheme
epitomized this point of similarity between the two groups. A person, if they stayed in the
scheme long enough had the opportunity to be both a victim and a perpetrator of fraud
(Blum, 1972).
In another study involving fraud victims Linda Ganzini, Bentson McFarland and
Joseph Bloom (1990) compared the victims of white-collar crime with the victims of
violent crime. This was done with regard to social network strength, age, sex, yearly
income, degree of mental disorder if applicable, marital status, and religiosity. White
collar crime was separated into two categories, ponzi schemes and other frauds. Emphasis
was placed on data obtained from the interviews of seventy-seven victims of a pyramid
scheme. They found that the victims of white-collar crime tended to be older, more
affluent and more likely to be female when compared to the victims of violent crime. The
perpetrators and victims of white-collar crime tended to be demographically similar.
They determined that " ...the term 'white collar' not only describes the deceivers but the
deceived" (1990: 61). This study supported the findings of Richard Blum's (1972) in one
respect due to similarities existing between the perpetrators and victims of white-collar
crime. However, this study concentrated on demographic variables and on victims of a
pyramid scheme. This was most likely due to victims being members of an affinity group.
"An important element of a Ponzi scheme is an affinity group, that is a
group of friends and coworkers who trust each other and communicate
regarding their investment earnings. The confidence man who perpetrates
the scheme is usually a member of the affinity group. For example, a
disproportionate number of these swindles occur in church-affiliated
groups" (1990: 56).
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They concluded that a possible intervention method would be education of at risk groups
against speculative investments. At risk groups included members of churches,
employees of government agencies, and large businesses. Personal relationships with the
pre-existing high levels of trust were found to be a key element in a pyramid scheme
being able to spread. Churches, families, workplaces, and friendship cohorts all have the
potential to be considered affinity groups. A certain level of trust is already present in an
affinity group due to the level of familiarity among its members, and this trust is a
significant neutralization technique when one of its members is seeking the participation
of others in the group in something like a pyramid scheme (Ganzini, McFarland, and
Bloom, 1990).
The review of literature indicates that the decision to offend is a "rational choice"
process in support of Clarke and Comish's (2000) theory. Although this rationalization is
limited or bounded, it is still rational where the offender is doing the best that they can
with the information available to them at the time. Another theme, which is prevalent in
the studies involving employee theft, is the situation of trust being exploited by the
offender. This can be present due to one's employment or personal relationship with
another person. The position of trust many times places the offender in a situation in
which they are capable of offending. Gabor (1994) maintains that "everybody does it"
when it comes to offending at various levels. The studies that measure the prevalence of
offending by the general public lend support to this assertion. The situational aspect of
crime is also important in Clarke and Comish's (2000) theory. Neutralization techniques
as presented by Sykes and Matza (1957) and more specifically explained by Tunnell
(1992) in his study appear in nearly every study in which a motivation or rationale is
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examined. These techniques are elements that affect the rational choice process, which in
turn creates a condition of limited or bounded rationality. The studies by Blum (1972)
and Ganzini, McFarland and Bloom (1990) all support the assertion that perpetrators of
fraud and victims of fraud share traits and are very similar. The pyramid scheme by its
very operation and existence supports this theme since a participant has the opportunity
to assume the role of both victim and perpetrator. This review of available literature
informs, guides, and directs the author to the data. As a result of this review there appears
to be a paucity of research into pyramid schemes. With the previously identified themes
and identified issues of methodological concern in other studies, a more informed
methodology in this study is possible.
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CHAPTER THREE
METHODS
Case study and content analysis were the methodologies used in this exploratory
study of the motivations behind participation in pyramid schemes, an emerging form of
white-collar crime. Several theoretical perspectives were used to provide the basis for the
guiding propositions that directed this course of inquiry.

This chapter will discuss

research ethics, rationales behind the choice of these particular research methodologies, a
description of the pyramid studied, data sources used, the coding scheme used to identity
motivations, and other key methodological issues relevant to this thesis.
As cited in Duane Monet, Thomas Sullivan, and Cornell DeJong's (1994) work,
"Ethics is the study of what is proper and improper behavior, of moral duty and
obligation (Reese and Fremouw, 1984)" (1994: 45). In all social research, people are the
subjects being studied. People have rights and feelings, and for this reason, special
considerations apply that do not confront the chemist or physicist conducting research.
People generally have a right to privacy and to self-determination. No person should do
anything to intentionally harm another person (Monet, Sullivan, and DeJong: 45).
With these considerations in mind, guidelines have been enacted to assist the
researcher with decisions in conducting research. According to Russell Schutt (1999),
four of the key ethical issues to be considered when conducting a qualitative research
design are voluntary participation of research subjects, safe-guarding the well-being of
research participants, identity disclosure on the part of the researcher, and confidentiality
(1999:319-321). These principles are embodied within codes of ethics adopted by
professional organizations such as the American Sociological Association (ASA). These
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codes govern and guide research in the social science disciplines and formed the basis for
the ethical considerations within this thesis. With the use of secondary data sources being
the main source, the key issue became that of confidentiality. All possible indicators of a
person's identity have either been removed or changed to prevent the reader from
determining who was involved in this pyramid scheme. Ultimately, all steps have been
taken to prevent any harm from coming to the person's who made comments to law
enforcement professionals or news reporters that were used in this sociological
investigation.
Objectivity and Subjectivity
Researchers commenting on the nature of the research process have long identified
the dilemma between objectivity and subjectivity. Classical theorists such as Max Weber
(Ritzer, 118) argued that sociological research should be driven by the scientific method
and should remain value-free. Other theorists have struggled with both the notion of
whether research in the social sciences should be value free and even if so, whether it is
even possible given the subject matter for sociologists. No matter the topic, sociological
research is an exercise in members of a species studying the habits, attitudes, structures,
behaviors, patterns, and so forth of any members of the species. Unlike natural scientists,
social scientists do not have the distance between subject and researcher that makes the
attainment of objectivity either easy to accomplish or necessarily desirable to accomplish.
The very presence of the researcher in much of social science research itself disrupts the
ongoing social process and interaction the researcher is attempting to study. This is the
classic issue of "do individuals behave the same way when they do not know that you are
studying them as they behave when they know you are studying them." Can the
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researcher accurately get to an understanding of some aspect of social phenomena that is
not either entirely artificial or primarily filtered through the values and experiences of the
researcher? Thus, objectivity is often balanced with subjectivity, as an exclusive reliance
on either is not necessarily beneficial to the research process.
Subjectivity occurs when the researcher allows, consciously or unconsciously, his
or her individual values, perceptions, beliefs, and so forth to factor into the research
process. It is not possible to eliminate subjectivity, but rather it is possible to minimize
the extent to which this contributes to bias in research. All researchers bring their own
beliefs to the research table, if only to the extent that individual interest in some aspect of
human behavior guides the choice of research topic. The more dangerous place in which
subjectivity occurs is when the facts of the social world, the experiences of research
subjects, are themselves interpreted primarily through the filter of the researcher's own
sense of the social world, especially in terms of notions of right and wrong, desirable and
undesirable behavior.
In order to minimize this potential, researchers disclose fully the research methods
used in studies, adhere to established ethical standards for conducting research on human
subjects, and finally, provide full disclosure on elements of their personal biographies
that may have influenced the research findings. The personal biography of the author of
this thesis is particularly relevant because it provided the basis for selection of the
research topic, access to the research setting, the possibility of access to the data, and the
dual role of law enforcement officer and that of social science researcher.
The author of this thesis, in his capacity as a law enforcement officer, was assigned
to investigate the pyramid scheme analyzed within this thesis.

Because of this
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involvement, the author had a role in actively constructing one of the main sources of
data analyzed within this thesis. Consequently, it is essential for the author to detail the
assumptions and values that guide his work as a police officer and to also address the
extent to which his position in law enforcement allowed access to data that would have
otherwise have been closed to most researchers. The extent to which the author's
personal biography and values factored into the methodology of this thesis is addressed in
the sections that follow.

THE RESEARCHER'S ROLE
All researchers involved m social science research "enter the field" in some
manner of speaking. While the survey researcher has more distance between himself or
herself and the research subjects, the researcher enters a social setting in which the survey
is administered, whether that be in person, by mail, over the telephone, or via the Internet.
The researcher engaged in qualitative research more directly enters the social setting in
which research subjects are located between the nature of such research often demands
long hours interviewing or observing individuals engaged in some manner of social
activity.

Because this thesis used content analysis as a means of organizing and

analyzing data, the author on one hand had a more remote entry into the field than is
usually the case in qualitative research. On the other hand, it was the author's profession
that enabled access to the data in the first place.
Specifically, the author of this thesis is a full-time law enforcement officer with
over three years experience as a criminal investigator in a municipal police department of
approximately 140 sworn members. The department is located in a southern city whose
primary industries are tobacco and textile. The commuruty's reliance on these industries
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over the years has left the city economically depressed. The average annual salary in this
city is approximately $25,000 a year and population is fewer than 50,000 residents. The
city has approximately six to ten homicides per year and a multitude of property crimes
related to drug abuse.
The author is a single white male, who has never been married, has no children,
has prior military service with the U.S. Marine Corps Reserves, and primarily
investigates property offenses. The author, early in his days as a criminal investigator,
developed an interest in fraud offenses due to the complex nature in which some of them
occur. This thesis was developed while the author was working full time in criminal
investigations. The author was raised in the city in which he was employed, is thi1iy-two
years old, and possesses an Associate in Applied Science Degree in Administration of
Justice, Associate in Arts and Science Degree in Liberal Arts, both from a community
college, Bachelor of Science Degree in Sociology/Criminology from a private four year
college, and has been pursuing a Master's Degree in Sociology with an emphasis in
Criminal Justice for slightly more than two years from a state supported college. The
pursuit of this degree is on a part-time but regular basis. The author completed his
Bachelor's Degree while employed as a police officer, and has been employed just less
than nine years. The author was brought up in a strict southern Baptist home and attended
church regularly in his youth. He also has one sibling, a twin brother who attended the
U.S. Naval Academy, possesses a Master's Degree in Engineering Management, and still
holds an officer's commission in the U.S. Navy Reserve.
Access to Data

61

The data based on the criminal investigation was readily available to the
researcher due to his employment as a law enforcement officer. All of this information,
had it been collected with the intention of becoming data for a sociological research
project would have been unacceptable because of reasons that will follow. However, the
data was collected with the primary purpose of furthering a criminal investigation. All
data was collected according to police protocol, with constitutional considerations in
mind, and was completely legal. The researcher contacted the lead investigator and
explained the purpose of this research. He was extremely cooperative and allowed the
researcher to have all of the investigative files in his possession. This was done with the
understanding that all copies would be destroyed upon the completion of the study.
However, several issues must be considered here. Can data that was collected
with less stringent ethical considerations be used in an arena where ethics are paramount?
The thesis committee members and researcher came to the conclusion that it could be
used. This type of phenomenon became an extremely difficult prospect for study. It is
unlikely that information obtained in any other way would be possible. It can only be
speculated as to whether or not sociologists would have the cooperation of "suspects" in a
scheme such as this even if they were able to obtain the information to follow-up on. The
issue of even mild duress may have produced more cooperation since most were law
abiding citizens who did not want to give the appearance of impropriety to law
enforcement officials. In addition, confidentiality and identity disclosure became even
more important considerations since some could argue that the other ethical guidelines of
voluntary participation and subject well-being may have been infringed upon.
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Integrity of Research Subjects
The suspects involved in the criminal investigation appear within the pages of this
thesis through transcripts of the police interviews. While the transcripts contained the
actual identities of all those interviewed, the author removed such identifiers in order to
respect the confidentiality of those involved in the investigation.

Concerns with

confidentiality also guided the decision to use pseudonyms in reference to the name of
the pyramid scheme, the locale, and other key essentials of the specific case analyzed.
No harm came to any of the persons whose statements were used for data as a result of
this research project.
In a communication with Dr. James Hodgson (1997), the topic of ethics was
discussed with regard to conducting intensive interviews beyond those originally
collected as part of the official police investigation (Personal Communication, Dr. James
F. Hodgson, March 1, 2002). Dr. Hodgson (1997), a former law enforcement officer and
social science researcher, raised some issues. Despite any efforts to assume the role of a
researcher, the fact remained that the author was a law enforcement officer, and most if
not all of the respondents would know that fact given the small town dynamics in the
community in which it occurred. Having this authority status present in spite of all
indications of complete consent to participate in an intensive interview would create a
degree of duress that could not be overcome. The consenting respondents would have
continued to feel compelled to cooperate due to the fact that the researcher was a law
enforcement officer. This would affect both voluntary participation and avoiding harm to
the interview subjects. In addition, the possibility, however remote of additional
incriminating evidence being brought forward was present. Despite the role being
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assumed of a researcher, he was still a law enforcement officer sworn to enforce the laws
of the state in which he worked. Voluntary participation and subject well-being, both key
ethical issues in conducting research, would have been affected. For these reasons the
intensive interviews were taken out of consideration in the research design.
The pyramid scheme is not something that takes place in public view. For this
reason participant observation would be difficult. There was a lack of research into
pyramid schemes, and subsequently a lack of data. Too little was known about pyramid
schemes, and only a police investigation had the potential to provide the most
information about this type of offense. The value to society of having this information
outweighs any harm that may have been created as a result of a normal law enforcement
investigation that would have occurred regardless. For these reasons this data obtained by
law enforcement was used.
Police Occupational Subculture
Many of the values and norms of the occupational subculture of policing
influenced my, the author's, investigation and analysis of the "Harmony pyramid
scheme". Such values and norms that will be discussed in the sections that follow include
the interpretation of a suspect's lack of cooperation, definitions of justice, stereotypes
concerning serious offenses, and stereotypes of typical offenders. Graduate studies
influenced and challenged my value system as well. Prevailing law enforcement views on
drug abuse and the criminal justice system's response have been challenged as well.
Examples will be discussed in the sections that follow.
Police officers are used to the fact that individuals who are suspects in a criminal
investigation often lie to them. Additionally, police are aware that suspects in any
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criminal investigation do not have to cooperate with the police, and in fact have a
constitutional right to remain silent. However, there is an implicit norm within the police
subculture that refusal to cooperate is a sign of guilt. During the course of the
investigation of the pyramid scheme, I had occasion to interview persons who were of a
higher class and intelligence than many of the criminals that I normally encounter, and I
was surprised at the level of deception they used in the interviews. Even with the
constitutional right to not speak to law enforcement, it was shameful in my view when
these "good and honest citizens" attempted to subvert the investigation. This was
accomplished not only by their silence, but also by the evidence that much of the
paperwork had been destroyed when they discovered that the scheme was illegal. One
participant that I interviewed stated that he had destroyed all of the paperwork. Further
questioning revealed that he had "cashed out" 1 receiving thousands of dollars. He further
stated that he was not going to pay any of the money back, and he did not see why it was
wrong. Yet, he felt that it was necessary to destroy physical evidence of his involvement.
In my opinion, many of the participants who agreed to speak to law enforcement did so
only to give the appearance of being a good citizen. Another participant I interviewed
toyed with the questions and finally said "If I did participate I would have looked at it
like a football pool or office game". The mental poker games that a detective has to
engage in with criminal suspects are common, but appeared to be more pronounced with
these suspects to the point of becoming a battle of egos. I found myself wanting to come
out "on top" after an encounter with someone who presented themselves as thinking that
they were smarter than I was. Surprisingly, the behavior that I was encountering with
these people was in line with the behavior of the typical street thug whom I normally
1

Graduating to the senior or payout position receiving $16,000
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dealt with. Before this investigation, I had the view that higher status people who
classified themselves as "good citizens" simply did not act this way, but they did.
Additionally, having been a police officer, at the time six years, I have developed
a strong utilitarian sense of justice whereby individuals found guilty of serious offenses
should receive serious punishment. I was appalled by the benign consequences for many
of the suspects involved in the pyramid scheme. Many of the participants who cashed out
received minimal fines and no jail time. The IRS did not even want to pursue any of the
individuals who made money. In the end, the ones who made money and did not mind the
publicity of involvement actually won. I investigated other cases involving the theft of far
less amounts of money, and the convicted received far more serious sentences due to the
mode in which it was acquired. Burglary offenses and armed robberies generally bring
little money, but in the eyes of the law and court, are far more serious. Why should these
people who made money not be punished for defrauding persons out of thousands of
dollars simply because it was accomplished in a fancier way? When the term "fancier
way" is used I mean through a more complex method and far less direct method than
burglary or robbery.
Not all of the participants took the evasive route. Many of them did repay money,
cooperated fully with the investigators, and attempted to undo all of their involvement.
One participant that I interviewed repaid all money to the point of borrowing money
himself. He lost money even after he cashed out. As a result of this experience I began to
take crime among the elite more serious, and this had much to do with the decision to
pursue this thesis question.
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Additionally, my role as an investigator in the pyramid scheme provided the opportunity
to interview suspected "criminals" who were far from the typical offenders that I, or any
police officer, normally investigate. In explanation, the majority of offenders I encounter
on any given day are in a lower socioeconomic class, mentally ill, addicted to drugs, or a
combination of the three. In contrast, those involved in the pyramid investigation were
persons of status in the community and did not appear to need money at least not in the
same manner as the substance abuser that robs a store for enough money to get his next
fix. The number of suspects who were normally good, law-abiding citizens became
staggering. The range of the status of the participants was wide. It included medical
professionals, church leaders, law enforcement, court officers, business owners, as well
as lower income persons who had to secure $2,000 loans to participate. How could so
many people become involved in this criminal activity? This glaring evidence that crime
was not largely isolated in the lower social economic segments of the community aroused
an academic interest that led to the thesis question explored in this study.
As a law enforcement officer with a strong view of trust when it comes to public
officials and other profession, I took a rather fundamental stance regarding law
enforcement and attorney involvement. The pyramid scheme studied here portrayed itself
as being completely legal with regard to existing U.S. Tax Law and receiving gifts. In
one jurisdiction, the state law covering illegal pyramid schemes did not include the word
"participate" with the words "promote", "contrive", or "set up" when it explained what
acts constituted a violation of that particular section. Because of this poorly written law,
some people felt that they could be involved and not break the law. In my view, law
enforcement officers and officers of the court should not have engaged in legal
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hairsplitting and should have taken a more fundamental view of the pyramid setup. The
very persons that the public looks to for guidance in legal matters failed them. This is a
travesty. Why would a person of respectability and trust want to become involved in
something that may be technically "okay" simply because they did not solicit others to
participate or because you could "legally" receive individual tax exempt gifts? Despite
the inquiry that took place, I, not unlike other law enforcement officers, have both a
conscious and unconscious "black and white" view of society when it comes to an
individual's choice to commit a crime. On a daily basis, law enforcement officers have to
apply facts to a given law. Most of the time it is either a violation, or it is not. This mode
of thinking does not leave much gray area.
Academic Influences
In addition to adherence to norms and ideals typical of the police subculture, I,
through my candidacy for a Master's Degree, have developed new understandings of
crime, which have challenged my worldview in several ways. Specifically, the street
offender that I normally interract with is no longer seen as more dangerous to society
than the offender who wears a suit when he breaks the law. The amount of money lost in
the pyramid scheme far exceeded what I normally observe in burglaries, larcenies,
robberies, and even other forms of confidence games; therefore, I have developed the
view that pyramid schemes certainly deserved equal or more attention from the criminal
justice system. The pendulum of this view may have swung to an extreme, so to speak. I
now feel that any Chief Executive Officer (CEO) of a corporation who fraudulently
misrepresents the company's financial status for personal gain and at the detriment of the
blue collar employees and stockholders, should go to prison for a significant amount of
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time. During my academic pursuits, material was presented that demonstrated disparity
between the street offender and the white-collar offender as far as the criminal justice
system is concerned. After being exposed to this pyramid scheme, this assertion was
overwhelmingly supported.
However, my views on the criminal justice system's response to the typical street
offenders were challenged as well. Most of the property crime that I have been
investigating for several years has been directly related to the abuse of crack cocaine. My
feelings before beginning graduate studies, as well as most other law enforcement
officers, was that these offenders should remain incarcerated in order to prevent
additional victimization. Material presented during my academic pursuit demonstrated
that states are spending far more money on prisons than on higher education and drug
abuse treatment with no end in sight. Having had to work through college from day one,
this revelation has impacted my values acquired as a law enforcement officer. I have also
on occasion interviewed several drug addicts who desperately wanted help. I now feel
that a balance needs to be struck in order to more properly serve the public, victims and
suspects alike. This is contrary to the predominant views and values of the ones tasked
with enforcing existing laws.
My value system, as a result of my employment as a law enforcement officer and
academic pursuits, is a mixed bag of views. In some situations, the views are rather hard
lined or conservative when it comes to crime and punishment. With other situations, the
rules do not seem as appropriate when applied in a stringent manner. All of these values
and n01ms impacted the investigation and final analysis of the "Harmony Pyramid
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Scheme". Now that the reader has a significant description of my, the researcher's, views
and biases, the method utilized in this study will be discussed.

THE CASE STUDY METHOD
The case study was the qualitative method of choice in this thesis. Jacques Hamel,
Stephane Dufour, and Dominic Fortin (1993) explain case studies as follows.
"Sociological case studies (or their equivalent monographic studies) have proved to be
investigations of particular cases. Such a study is conducted 'by giving special attention
to totalizing in the observation, reconstruction and analysis of the cases under study'
(Zonabend, 1992, p. 52)" (1993: 1). There is a significant lack of empirical work in
pyramid schemes. This is due in part to its brief appearance and inevitable collapse as
well as to the difficult task of capturing data with white-collar offenders in general. This
particular case is not being presented as typical, but rather it is being studied as one
example. "The methodological virtues or qualities of a selected case make it 'a well
constructed single case"' (1993:35).
Because there is a paucity of research in this area, an exploratory approach using
the case study was most appropriate. The findings are intended to suggest ways to begin
theorizing about the rationales and motivations of this particular type of white-collar
offender. Any new unexplored social site benefits from this type of research. Not only
does the case study extend our understanding of this ever-growing mode of fraud, it is a
preliminary survey that can give rise to a statistical study. A well constructed statistical
study can either validate or eliminate a theory. The pyramid scheme has the potential to
become more prolific with increasing use of the Internet as a means of mass
communication. Not only can a community such as a town and surrounding area become
a victimized group, but an entire region has the potential to be victimized as well.
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The case study can utilize several strategies to collect data including interviews,
focus groups, participant observation, content analysis of secondary data sources, and
field studies. For example, Mastrofski and Ritti's (1992) study of a police department's
response to stricter drunk-driving laws utilized intensive interviews, casual conversations,
direct observation, police records, and a telephone survey. In their conclusions they stated
that "A case study cannot test theory, but it can be used to suggest ways to develop it"
(1992:350). This thesis seeks to explore ways of using theoretical concepts to better
understand a specific form of white-collar crime.
The case study has weaknesses. Because a case study involves an in-depth
exploration of a single case, it is not advisable to generalize the research findings beyond
the immediate case studied. As previously mentioned, a case study does not necessarily
contend that the data is representative of other similar cases not studied. It merely
provides a clearer picture of the particular case being studied. Case studies also fall more
prone to the subjectivity of the researcher and subsequently, researcher bias. This is due
to themes and concepts being identified and interpreted through the perspective of the
researcher, who despite all attempts to eliminate personal biases will continue to utilize
slanted views and interpretations, however slight they may be, on certain social
phenomenon. The pyramid scheme analyzed within this thesis took place in a town called
"Harmony"2.
The Harmony Pyramid Scheme
The pyramid scheme examined in this case study was called "The Charity Club" 3 and
presented itself as a legal gifting club. This gave it an appearance of being in compliance
2

3

Pseudonym used to maintain confidentiality
Ibid

71

with the tax code. According to the tax code a person can receive an individual gift of up
to $10,000 and not have to pay taxes. Of course it did not mention the laws in place in
most areas that specifically prohibit pyramid schemes. The plan was set up with four
different levels and when placed on paper, took on the appearance of an upside down
pyramid. Each level was designated with a rank using the following terms. There are
eight freshmen on top, four sophomores under the freshmen, two juniors under the
sophomores, and one senior at the bottom. It looks similar to the following diagram.
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The eight freshmen depicted in positions "A" through "H" all give a "gift" to the person
in position "O" called the senior. This gift gives the entering participant a place on the
board at the freshman level. The individual gifts are $2,000 each coming to total of
$16,000 for a cash out. Once the senior receives this money they fall off, and the board
splits as follows.
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What was one board now becomes two that need to recruit eight new freshmen each in
order for the participants to continue to advance or "graduate" to another level. The
progression is exponential in nature and tends to remind one of a virus in the way that it
affects a community.
The investigation by law enforcement provided evidence that this pyramid
scheme was initially brought into the area by a pastor. He became involved through a
family member who lived out of town. Once the pastor became involved and received all
accompanying paperwork, it began to spread through his church. Initially, it only
progressed by participants soliciting other people they knew. After members of the
congregation became involved it spread out to businesses, families, and friendship circles
throughout the community. The range of the status of the participants was wide. It
included medical professionals, church leaders, law enforcement, court officers, business
owners, as well as lower status persons who had to get $2,000 loans to participate. It
finally reached a point where people were hearing about the program and were seeking it
out to become involved. A small number of well-known members of the community
became focal points of activity due to their using their business as hubs for people to sign
up and hand over money. Many of the persons who became involved to this extent would
place themselves on a board and get back on another one immediately after cashing out
and falling off. They would stay on an active board, and thousands of dollars were made
by a handful of well-known and well-placed people.
The scheme had paperwork explaining what the program was about as well as rules
and guidelines. (See Appendices A, B, C, D, and E). These were documents that had been
copied, faxed, re-typed and re-transmitted numerous times by participants for the purpose
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of soliciting additional participants. Usually, these documents would be in the possession
of an existing participant and given to a person after they signed up. Where these
documents originated for the first time is unknown. The program was explained in
several sheets of paper that were passed around before and after a participant signed up:
Exhibit 1.
"THE CHARITY CLUB"
Private Gifting By Invitation Only
What is "THE CHARITY CLUB"? This is a private group of people taking turns
giving and receiving from one another. It is a private gifting activity.
What is Gifting? The term gifting refers to tax law Title 25, Chapter 12 that allows an
individual to "gift" (freely give without consideration) to another person a sum of money.
Up to $10,000.00 per calendar year without the burden of a tax liability.
How did this concept begin? Gifting gifts to one another is an expression of kindness,
which has been going on for centuries. Governments have allowed its practice for
individuals to share their wealth with friends and family. It has been a means of helping
and blessing others on special occasions or when the need arises.
How does it work? It is a way of sharing using a simple concept that "all things must be
done in order." Much like a pioneer barn raising party where friends and family joined
together in a spirit of giving to helping their neighbors. This follows God's law of
reciprocity, "Give and it will be given unto you."
Is it legal? Several attorneys and judges have investigated the tax law and this program
and have found the giving and receiving of gifts on these special occasions and when the
need arises, to be in complete compliance with the laws of the land. In America we have
the Preamble, the Constitution, and the Bill of Rights to protect a private citizen's rights
to earn, pay taxes and to give away property and cash as long as it is done according to
the laws and codes of this country. Some restrictions do apply and must be followed.
Refer to the tax codes that follow:
By law you are required to report any economic transaction. If you sell your computer for
$200.00 and you pocket the cash, then you have committed an illegal economic
transaction by not reporting it as taxable income. Gifting is not an economic transaction
unless it is over $10,000.00 from one individual. Giving money to someone is not an
economic transaction and is stated in the IRS tax code: Title 25, Sections 2501-2504 and
2511. According to these laws relating to gifts, one can receive or give up to $10,000.00
or from any number of people per year without incurring tax liability. One is not required
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to declare money given, or that is received, as a gift on one's tax return until an
individual gift exceeds $10,000.00.
Who can participate? This is a private group and you must be invited (invitation only,
no exceptions).
Our gifting activity is extremely simple. We are giving a gift of money and time to
others. When the time comes, we will receive assistance and gifts from others.
This is not an investment! It is SHARING and we always represent it as such. We are
"gifting" and not consumers that are investing. We have found that "what goes around
comes around" and we are committed to sharing with others so we may all have a
wonderful experience.
The following guidelines were given to would-be participants on another form:
Exhibit 2.
GUIDELINES
1. No removing of participant's name from the original information without verification.
2. No misrepresentation or falsifying information on the reports.
3. Anyone may provide an unconditional money gift to another person, enabling them to
participate. Absolutely no selling of positions is allowed. A gift is a gift.
4. No participant can be on more than one board at a time.
5. No creating an alias in order to participate on more than one board. Husband and wife,
or any other family member, may be on more than one board.
6. Gifts will be in cash, certified check, or money order.
7. No board will be permanently split until the person in the Senior Position has the
tracking #'s and/or gifting statements for all 8Freshman position individuals.
8. Any participant found in violation of any rules will be immediately dismissed and may
not be allowed to participate in the future.
REMEMBER: YOU CANNOT SEND OUT UNSOLICITED E-MAIL, SPAM, ORFAX
BLASTING.
WHAT TO DO TO PARTICIPATE
1. Freshmen call the Senior to introduce themselves and ask if they want their gift in
cash, cashier's check, or money order. Also, get the address to which you will send the
gift.
2. The gift MUST be sent overnight-Next Day Delivery! Your return address plus the
recipient's information is the only information needed on the outside of the Overnight
Package Slip.
3. Fax to the person in Senior position a copy of the cashier's check with your name,
phone and fax number. Then follow-up with the person in the Senior position to be sure
they have received your gift.
Should anyone ask for cash: wrap it with aluminum foil and insert it into a regular
envelope, then insert into the carrier's envelope.
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REMEMBER TO ALWAYS SEND YOUR GIFTING STATEMENT WITH YOUR
GIFT!!!!!
In addition to these guidelines there were rules for appropriate terminology. Another
sheet given to participant's had the following information:
Exhibit 3.
In our communications with others, it is VERY IMPORTANT that we use appropriate
terminology. THIS IS CRITICAL!!
We DO NOT use these words:
Investment
Took in
Paid
Earnings
Getting paid
Make
Sponsor
Profits
Recruit
Dividends
Sign-up
Player
Buy, buy-in
Downline
Purchase
Upline
Pay-out
Return

Paid out
Paid off
Play the board
Play the house
Guarantee
Assured
Sure bet
Earn
Multiply your money

USE THESE WORDS:
Give
I have received
Position Two
Position Three
I have gifted
Receive
Giving
Donation
Position Four
Position One
Potential
Participation
Register your gift Potential I have been gifted
Associate yourself with
Join hands with
Record your gift
Contribute your gift
Gifter
A participant had to sign a "gifting statement" as shown in Exhibit 4. below before being
placed into the program.
Exhibit 4.

THETAXLAW
Title 26, United States Code Sections:
2501 25022504 2511
According to the IRS laws relating to gifts, you are allowed to give or receive up to
$10,000.00 from any number of people per calendar year without incurring a tax liability.
You are not required to declare money given or received as a gift on your tax return until
an individual gift exceeds $10,000.00. The taxes on gifts have already been paid and
cannot be taxed.
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GIFTING STATEMENT
This money is a gift freely given to_________________without
any consideration. All taxes have been paid on this money. I have not been forced in any
way or by anyone to give this money. This is strictly a gift and I expect nothing in return.
Name------------Signature-----------Date-------------Once a participant signed on, their name was placed in a Freshman block on a "Gifting
Flow Chart", and a copy of this form was given to them as well.
Exhibit 5.

□□□□□□□□
□□
□
"GIFTING FLOW CHART"

Freshman

Sophomore

Junior

Senior

The "Gifting Flow Chart" assisted the participant with keeping track of their progress. All
of the previously discussed forms were seized by law enforcement and found in varying
degrees of quality. It appeared that some of had been copied many times over. Others
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appeared to have been re-done with clip art to give it a more professional appearance.
The substance of all of the fonns seized remained the same.
Before a freshman graduates to becoming a senior and cashing out, a total of at
least $64,000 has to change hands with at least thirty-one persons agreeing to put up
$2,000 each. This is if you count the accompanying seven other freshmen that come in
when you first join. This only reflects the board that you stay on and does not represent
the numerous other boards that have been born after the cash outs and splitting begins.
Far more people are going to lose money than make money. Schemes such as this
eventually collapse with many people out of a good deal of money. The word collapse
means that the scheme has reached a point where no other participants are available, and
it stops.
Most states have adopted laws that make such schemes illegal. Another unique
characteristic of this type of crime is that you are a viewed as a victim when you give
money. When you start receiving money you become a perpetrator. Getting involved in a
pyramid with fairly short cycles such as this provides the opportunity for a person to be
both. It did in this case. In the eyes of the law as applied by the courts where this
particular scheme occurred, merely participating was a crime. Participating kept the
scheme going and victimizing additional people. As to why a scheme such as this is
illegal and why a participant should have known it was illegal despite the many
assurances that it was legal, a Circuit Court Judge in response to a defendant's statement
that they simply did not know put it best. The Judge countered with "You didn't expect
$16,000 to fall out of the sky did you?" As a result of the law enforcement investigation
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into this pyramid scheme, numerous documents were created in conjunction with
conducting interviews. This provided an opportunity to perform a content analysis.
CONTENT ANALYSIS
Content analysis is an indirect and unobtrusive measurement of themes whereby
certain concepts are identified within mediums such as newspaper articles, historical
documents, recorded conversations, case files, police reports, court documents, or
television programs. Eventually all are reduced to text whereby words, phrases, images,
or concepts are coded to represent certain themes. The frequency of a concept's
appearance is then measured. This transformation involves moving from the qualitative
"unsystematic" form into a quantitative, "systematic" one. (Monette, Sullivan, and
DeJong, 1994).
Content analysis has the benefit of unsolicited themes being discovered within
paperwork that was created with an entirely different purpose. Some themes emerged
although not necessarily sought out. Law enforcement files and newspaper articles were
rich with raw data. None of the documents' authors recorded information on the pyramid
scheme with the intention of it becoming data in a sociological study. Even I, with an
academically inquisitive interest in the pyramid did not formulate questions with the
intention of using it later in a study.
Content analysis captured responses that could be described as genume even
when taken in the context in which the person said it. Genuine means responses were
accurate depictions of various themes, once they were identified. An example may be
when a response was given to make the respondent appear less culpable or guilty; in the
context of a neutralization technique, it is an accurate response. A methodical analysis of
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this data demonstrates several themes that related to rationales and motivations of the
participants. Intensive interviews on the other hand would have presented interview
subjects with some knowledge of what the researcher's purpose was. This has the
potential to produce less than candid responses, and with only a few consenting
participants, could provide only minimal evidence of certain themes.
Content analysis as utilized in this study allowed an inspection of the thoughts of
numerous pyramid scheme participants. The :frequency of different themes presented a
stronger case for building on existing theory. The research subjects were selected from all
available files related to the criminal investigation. In addition, articles from three
newspapers with local circulation were used. Articles from one local newspaper were
collected and examined from February 2000 to February 2001.
Content analysis also posed particular problems. The issues of validity and
reliability were present. Validity refers to the developed categories and the coded content
being meaningful indicators of what was intended to be measured. I developed themes
after noticing frequency. After careful inspection, another researcher may not agree that a
particular coded element represents what was intended to be measured. The subjectivity
of the researcher and subsequent bias plays a part in this. Reliability refers to the ability
of a measure to produce consistent results each time it is used. Specifically, the person
doing the coding has to be consistent. Within this study, I was the sole coder. Differences
in interpretation among multiple coders were not a problem. However, not having a
second person independently code the material to verify my own coding efforts did not
provide the ability to enhance the validity of this study. This was due to time restraints
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and my being a novice at qualitative research. Therefore, the analysis conducted in this
study is subject to criticism.
Data for this thesis comes from two pnmary sources, the paperwork for the
criminal investigation of the pyramid scheme and newspaper articles covering the case.
Content analysis was used on both sources to identify motivational rationales for
participation in the pyramid scheme. The exact nature of these data sources will be
discussed followed by the coding themes derived from the theoretical perspectives of
several theorists.
Criminal Investigation Files
In the jurisdictions where this scheme occurred, different reporting systems were
utilized. With each system, I was primarily looking for narrative portions. In the
jurisdiction where I am employed, IBR (Incident Based Reporting) narrative sheets were
completed by each investigator after conducting an interview. Narrative portions from
investigation files were also examined from two state agencies. The researcher would
make notes during an interview with a suspect. After the interview was over, it was
reduced to a typed IBR narrative follow-up form, usually the same day.
Early in the investigation, a meeting was held for all of the investigators who were
going to conduct interviews. After the details of the law and this particular pyramid
scheme were assessed, law enforcement along with a prosecuting attorney's office
devised an investigative approach. With criminal charges in mind, upon the direction of a
prosecuting attorney, the following questions and points were to be addressed of each of
the respondents with copies given to each investigator:
1. How were you introduced into the program and by whom?
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2. Ask about the method of discussing the program, by telephone, E-mail, faxed
information or in person.
3. Where were you when the program was discussed? (You are looking for venue)
4. Cover the dates if possible concerning when first asked to participate, the date
when money was exchanged etc.
5. How was the "gift" paid, by check (ask on what bank, number of check and who
signed the check, who the check was payable to, any endorsement on the returned
check, ask for the canceled check), cash, money order, etc?
6. Did you "cash out"? Who paid you? If more than once, how many times? Where
is the money? Have you returned any money and to whom, where, when, etc. Has
any money been returned to you?
7. Did you participate in signing any person on any board, who, when and where?
8. Do you have any documents pertaining to the "The Charity Club" gift flowing
chart?
9. What did you expect to gain from the program?
10. Did you know it was illegal when you signed on?
11. When did you determine the program was illegal?
12. Be sure to obtain all personal data from the person that is interviewed so the
criminal history can be queried.
Copies of these questions and points were given to each investigator. I was dissatisfied
with the question order for a criminal investigation. I designed my own interview guide
that had the main questions in a more logical sequence with follow-up questions
immediately following. The substance of the original interview guide remained the same.
How the other investigators specifically carried out their questioning is unknown. The
only indicators of what the respective interviews entailed are the content of the narrative
sheets. There were legal reasons for asking some of the aforementioned questions. "Did
you participate in signing any person on any board, who, when and where?" One
jurisdiction has a poorly worded law where the word "participate" is not part of the
language. It was an issue of whether or not mere participation violated the law in that
jurisdiction. Recruiting others was definitely a violation. Approximately three
jurisdictions were involved with laws varying in two states. One state has the following
law in place.
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"Every person who contrives, prepares, sets up, operates, advertises or
promotes any pyramid promotional scheme shall be guilty of a Class 1
misdemeanor. For the purposes of this section: (a) "Pyramid promotional
scheme" means any program utilizing a pyramid or chain process by
which a participant gives a valuable consideration for the opportunity to
receive compensation or things of value in return for inducing other
persons to become participants in the program; ... "
The word "participate" is not included in this law's language. In another jurisdiction
where this scheme occurred, the law reads as follows:
"(a) No person shall establish, operate, participate m, or otherwise
promote any pyramid distribution plan, program, device or scheme
whereby a participant pays a valuable consideration for the opportunity or
chance to receive a fee or compensation upon the introduction of other
participants into the program, whether or not such opportunity or chance is
received in conjunction with the purchase of merchandise. A person who
establishes or operates a pyramid distribution plan is guilty of a Class H
felony. A person who participates in or otherwise promotes a pyramid
distribution plan is deemed to participate in a lottery and is guilty of a
Class 2 misdemeanor."
With the first law, the most serious charge that can be brought regardless of the level of a
person's involvement, is a misdemeanor. A misdemeanor generally only carries up to one
year in jail and up to a $2500 fine. With the second law, the word "participate" is present
and the most serious charge that can be brought is a felony for the person who has
significant involvement. This could be either starting a pyramid scheme or being
instrumental in operating one. A felony generally carries a fine exceeding $2500 and the
possibility of time in the penitentiary. "What did you expect to gain from the program?"
This was asked because a "gift" by law is given without any expectation of receiving
anything in return. It could be argued that regardless of what a participant signed in the
form of a gifting statement, anyone who placed money into the chain expected money in
return. That was one angle of attack in the event that a federal prosecutor wished to
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pursue tax evasion charges against the persons who cashed out. Other questions that
affected the content of the narratives were the questions that asked if the respondent knew
the program was illegal and when they determined that it was. This was included due to
the program presenting itself as being legal.
Once the investigation and subsequent court cases were completed, I contacted
the lead investigator to gain access to the investigative files. They were comprised of
paperwork from four different law enforcement agencies and filled two boxes. I copied as
many files as possible in order to have material available for analysis at later dates. This
process took several hours over the course of two days. After copies were made, I
returned the originals. Much of this paperwork included IBR (Incident Based Reporting)
suspect sheets, pyramid flow charts, and other various pieces of paperwork. One e-mail
message was found as well as some handwritten notes. One investigator would attach a
copy of his handwritten notes to the typed version. In these instances, once the typed
version was compared and matched, the handwritten portion was discarded to prevent
duplication. The main item of concern was the IBR follow-up forms and narrative
portions of the paperwork. These forms contained summaries of statements given to law
enforcement by suspects and witnesses. Once all of the paperwork was acquired, I began
the process of refining it for analysis.
I was also involved in the investigation and interviewed a number of participants.
This enabled me to accumulate my own files pertaining to the interviews that I
conducted. Due to the large number of persons involved in this particular scheme, several
law enforcement officers were tasked from four different agencies to interview suspects.
One person, the lead investigator, became the central repository for all of the
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investigation paperwork. I, like many others had a list of names and phone numbers to
follow-up on. After making contact with someone, arrangements were made for an
interview. All information was collected in the form of handwritten notes and before the
end of the shift, was reduced to a typed follow-up report that was forwarded to the lead
investigator.
A content analysis of these files was conducted according to a typology of themes
derived from theory. This was done to obtain the data. Theory was developed through a
review of the available literature. All of the narrative portions of the investigative files
were separated and placed into one single stack. When I began copying, it was apparent
that there was a fair amount of duplication. This was due to the system that the lead
investigator had in place. If a statement from one person was needed to convict another
person, a copy of his narrative would be under his name as well as under the other
person's. This was done so that the investigator could go straight to the suspect's name
and pull everything needed for court. To help reduce the likelihood of missing something,
everything was copied so that it could be sorted through at a later date. After pulling all
of the narrative sheets out they were systematically read through. Also in the files were
copies of various newspaper articles that reported on the pyramid scheme. I collected
newspaper articles from one newspaper in particular that followed the scheme from the
beginning. The newspaper articles in the investigative files were copied, included with
my newspaper article copies, and placed into a separate stack. The narrative sheets from
the investigative files were placed in one stack.
As I read through the narrative sheets, at this stage I began to look for rationales
and motivations contained in the narratives. I used one color to highlight any wording
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that could be supportive of rationales and another color for possible motivations. Once
all of the narrative pages were read through and highlighted, I created separate stacks for
each investigator. Once the stacks were separated, I read through each stack again, and
removed several duplicated sheets. Once confident that all duplicated materials were
removed, I made one large organized stack. I then created a spreadsheet document
whereby the respondent's name was entered with a cell containing rationale quotations
and a cell containing motivation quotations alongside. I entered all of this information
into the spreadsheet over the course of several days.
During the course of the criminal investigation, approximately 614 names came to
the attention of law enforcement authorities. Some were unfounded, and others did not
consent to being interviewed. Some of the investigators simply did not get around to
interviewing suspected participants due to other cases that needed to be worked and the
low priority given to this particular investigation. Approximately 206 persons were
eventually interviewed. Most involved the investigator taking notes of what was said
rather than taping recordings of the proceedings. This would involve the investigator
conducting the interview, taping everything that was said, and transcribing it. One agency
that only had a small portion of the investigation assigned to it, taped many of its
interviews. Approximately 199 cases were entered into the spreadsheet.
Approximately eight settings involved more than one person being interviewed.
In these settings there was no way of knowing if one or all respondents made any
particular comment. The multiple persons' settings were counted as one respondent. One
interview was discarded after the researcher saw where it was noted that the respondent
spoke on the condition that no record would be made of the conversation. The
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investigator in that instance promised the person that no record would be made in order to
secure the information. Consent was obviously not present in this case; therefore, it was
thrown out. Most of the persons interviewed were suspected of being involved in the
pyramid scheme. An interview was used if there was evidence of a rationale or
motivation.
Newspaper Articles
I began collecting newspaper articles in the early days of the investigation. In
addition to the investigative files, newspaper articles were examined for language to
suggest rationales or motivations. These were also entered into the spreadsheet as a
separate section. This was done since many of the persons interviewed in the articles had
also given statements to law enforcement. Over a twelve month period twenty-seven
newspaper articles were collected from one newspaper and two articles from two other
newspapers. A total of twenty-nine newspaper articles were examined. Most were taken
from one local newspaper with local circulation. I subscribed to this newspaper receiving
it daily. Due to the lack of newsworthy events taking place in the community that it
covers at the time, considerable resources were allocated to cover the pyramid
investigation. Two other local newspapers' articles were used. These were found in the
investigation files. One was another local newspaper with local circulation and mostly
local coverage. The second newspaper article came from a newspaper in another state
where little information was available. An article was used if it in any way covered the
pyramid scheme or its investigation. Also, a couple of letters to the editor of one
newspaper were used. These newspaper articles were coded in the san1e manner as the
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investigative files. One color was used to highlight a rationale, and another color was
used to highlight a motivation.
After completing the spreadsheet and cleaning it up, I re-examined the data from the
investigative files and newspaper articles for recurring themes. Once these themes
became apparent, I began coding by using different color highlighting in the spreadsheet.
At this point, all names were still present in the data so I could go back to the 01iginal
narrative and clarify any information. After all of the coding was completed, I examined
the spreadsheet again, and all names, locations, and other possible identifying
information were removed or changed to ensure confidentiality.

THEORETICAL CODING SCHEME
The main items searched for while reading for rationales were evidence of
neutralization techniques. The main items searched for while reading for motivations
included money or its functional equivalent based on Robert Merton's (1957)
conceptualization of this factor's role in cnme. In line with Jack Katz's insights
concerning crime as thrill-seeking activity, any items that could support the presence of a
risk or thrill were identified (Katz, 1988). Table 2 presents a summary of the themes that
were identified and coded.
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TABLE 2: Coding Scheme
Theme
I.Money as a
Motivation

2.Thrill as a
Motivation

3.Ignorance of
Wrongdoing
4.Status of Other
Offenders

5.Number of Other
Participants
6.Mentioned Charity
Aspect of Program
7.Should Have
Known It Was
Wrong

Descri�tion
The word "money", a figure
$16,000, or its functional
equivalent in the context of a
motivation

Exam�le
Color Coding
..
"
...
cashed out rece1vmg
Yellow
$8,000...He further stated that he
expected to receive a substantial
amount of return the same as
everyone else who got involved."
Any phrase that indicated that '"The excitement often pulls folks
Gray
a risk or gamble was present
into the pyramid .... ' 'There's just
too much risk for me,' he said. 'I
just didn't want to do it. I think
there's too much to lose."'
Any phrase that indicated that "He said he did not know it was
Red
the respondent thought it was illegal and stated that he still had
not been told it was illegal..."
legal
Any phrase whereby the status "
also indicated that
Purple
of other pa1ticipants was doctors, attorneys, and police
officers were participating in the
mentioned
program, and commented that
surely they would not participate if
it was not legal...."
indicating "
Any
phrase
stated that he had heard
Blue
participating with others or that there could be as many as a
mentioning the high number thousand people involved in this
incident."
of participants
Any phrase indicating that the "Mrs.
stated that she was
Green
program was charitable in told that this was started to help the
flood victims
some way
in (Southern
State), ..."
said (Police Officer) (Bold Asterisk
Any phrase where the person "
had indications that the told him he talked to a lawyer and Underline
scheme was illegal and about it and the lawyer told him it by Case)
ignored it or continued to deny was illegal. .. Mr.
said when the pastor,
its illegality
'
told him about it he didn't think to
look it up in the code. He said he
was concerned about taxes, but
stated the tax law concerning taxes
on gifts was written on the gifting
statement.
stated he
trusted (Pastor) and that he still
trusted him.... "

Money As A Motivation
The first theme is that of the participants' motivation. What one has to remember
is that one of the questions in the investigator's interview schedule specifically asked,
"What did you expect to gain from the program?" With an amount of $2,000 being
required to participate, and a potential pay out of $16,000, one could argue that money
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would be the only main motivating force. The appearance of the word "money", a figure,
or its functional equivalent was identified as representing this concept. This theme was
highlighted in yellow. One e-mail message sent to a would-be participant went as
follows:
"I do have a profitable venture you might want to be included in. This is
no joke-there is real money in this."
Money, according to Robert Merton (1957) is the cultural goal in American Society. The
American Dream typically entails the acquisition of wealth. In addition, people want
money even when they do not necessarily need it. According to Merton money has an
intrinsic value beyond its extrinsic ability to purchase things. Both legitimate and
illegitimate means can be used to acquire this goal. Participating in a pyramid scheme is
an illegitimate method to obtain this culturally approved goal.
Thrill As Motivation
Another possible motivation became evident in the form of a risk or a thrill. The
primary risk of course is that of losing a substantial amount of money. This theme was
highlighted in gray. In one newspaper article the following account was given.
"___, who acknowledges he isn't adverse to a friendly wager, said his
loss hasn't set him back financially. 'I could use the money, but as far as
hardship, I can't say that,' he said. 'I only gamble with money I don't
really need. I wouldn't put the car payment or the house payment on it."'
The fact that a large number of persons of higher status were participating lends support
to the notion that this motivation is present. These folks do not necessarily need money
therefore; the thrill of participating may be dominant. Jack Katz (1988) mentioned
excitement or thrill as being a primary motivation for committing a crime. With people of
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means participating in a pyramid scheme, this motivation may be present as it is with the
high stakes gambler.
Ignorance Of Wrongdoing
When a respondent stated that he did not know the pyramid scheme was illegal, it
was highlighted in red. Two questions in the interview guide specifically dealt with this
concept. They were, "Did you know it was illegal when you signed on?" and "When did
you determine the program was illegal?" One interesting aspect of this particular theme is
that the gifting club studied here took extensive measures to portray itself as being
completely legal. Some participants went as far as to ask an attorney about the legality of
"gifting" and tax law. One participant gave this account.
"_____ stated that he contacted his attorney, ____ in
(Southern City) and asked (Attorney) some questions about the tax law for
gifts. (Attorney) told him that a $10,000 gift could be given to an
individual tax free within the federal law and also explained something
about a $100,000 exemption in (Southern State) tax laws. ____
stated that he never actually showed (Attorney) any documents concerning
this program, however. _____ stated that he decided to join the
program because he thought it was legal.
In this situation the attorney did not have all of the facts in order to give the person a
more accurate depiction of what he was getting into. The main focus was the tax law and
gifting with no mention being made of a pyramid. Sykes and Matza (1957) gave denial of
responsibility as one neutralization technique that an offender may use when deciding to
commit a crime, or after the crime has been committed when caught and confronted.
When a respondent stated that he did not know the pyramid scheme was illegal, this
neutralization technique appeared to manifest itself.
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Status Of Other Offenders
When a respondent mentioned that other persons of respectability were involved
it was highlighted in purple. This appeared to be a significant factor in the decision
process of the participants who were interviewed. It is arguable that if an attorney
defended the scheme and if law enforcement were participating, an offender may think
that it was legal. Other well-known persons in the community not perceived as
"swindling criminals" were also in the scheme.
"He decided to get on after hearing that police officers, preachers and an
attorney named _____ being on it. He figured that it was
legitimate... "
This appeared to be a neutralization technique used during the decision process to get
involved. The mentioning of other participants by their profession; lawyer, police officer,
pastor, and etc. seemed to be another method of denying responsibility albeit, a very
legitimate argument. The range of the status of the participants was wide. It included
medical professionals, church leaders, law enforcement, court officers, business owners,
as well as lower status persons who had to get $2,000 loans to participate.
Strength In Numbers
Each time a mention was made of the high number of participants or mention was
made of being involved with someone else, it was highlighted in blue. This appeared to
be another neutralization technique more commonly characterized as "strength in
numbers".
"I have been told that thousands of people apparently have participated in
the program in (Southern City) and (Southern County), including doctors,
lawyers, policemen and their families, etc., and that the program was well
beyond the very limited scope of persons whom I had seen participating in
the program."
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Seemingly in line with this "strength in numbers" mentality was the incidence of
participants going in with others. Participants heard of the scheme from co-workers,
family, friends, and fellow church members. As the scheme spread these "affinity
groups" became a catalyst for its progression. Participants not only heard of this scheme
through people they knew in some way, there was evidence of several persons actually
getting involved with friends or family members.
" ...stated that a conversation began about the Charity Club and it became
an I will if you will situation."
Additional evidence of this theme demonstrated itself when more than one person would
talk to law enforcement. As already mentioned several settings involved more than one
person being interviewed. Some of these settings involved all persons present also being
participants. Although the notes do not reflect it, many individuals I interviewed had
family members present even if they were not involved. This theme took on the
appearance of the anonymity described by those engaging in collective behavior. The
phrase "misery loves company" seemed to apply as a neutralization technique when high
numbers of other participants were mentioned.
It's A Charity Thing

Each time a respondent stated that they thought the money was going to a charity
or going to help others it was highlighted in green. As the legal aspects of a gift were
already presented in the context of U.S. Tax Law, the charitable aspect of a gift was
further expanded upon. Although an individual's "gift" of $2,000 went straight to the
senior person on the flowchart, many participants stated that they thought the program
was created to help others such as hurricane or flood victims.
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"____ stated that ____ told him that this was a new thing which
was started by lawyers and preachers to help flood victims in (Southern
State)."
When a person decided to join, their money went straight to the senior person on their
chart. There was no evidence of any of the seniors being victims of a flood or hurricane.
Of course, these persons at one point were entering freshmen placing in $2,000, and it is
not very likely that a victim of a catastrophe would be in a position to place that kind of
money into such a program.
"____ called her and told her that her church (unknown what church)
was trying to help a man that had brain cancer, and told her about the
Charity Club ..."
This theme seemed to be yet, another neutralization technique whereby any criminal label
was deflected by verbalizing something good in the way of a purpose for getting
involved. The pyramid scheme studied here was packaged with this theme in place.
Should Have Known It Was Wrong
Each time a mention was made that suggested that the person had indications of
knowing the scheme was wrong, illegal and ignored it, or continued to deny its illegality,
it was marked with bold asterisk and underlined. In the newspaper articles it was
underlined and bold typed. This theme was difficult to identify, and was probably more
prone to the bias of the researcher than many of the other themes. One example is where
a police interview had a couple indicating that they researched the tax law on the Internet.
I believe there were misgivings on the part of these participants before they made the
decision. Along those lines I also believe the participant had misgivings if he or she
contacted a lawyer about its legality.
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" ... they asked a local attorney and a state senator at a gathering. Both
indicated to her that it was legal to give a gift but that they thought it
functioned in a legal gray area. She stated she was only aware that it was
illegal when I called her."
Some of the participants blamed law enforcement for the inevitable collapse. If a
participant agreed that people would lose money when the scheme stopped, then the
researcher felt that he or she had some knowledge that it was wrong even if not
technically illegal. Some participants indicated the following when interviewed.
"He said as long as it kept going no one was going to get hurt, I mean it
might have taken a year or two years somewhere down the line it might
stop."
By design the scheme mathematically could not continue. If one were to take a simpler
view of this pyramid scheme, $2,000 never equals $16,000. Someone eventually has to
lose. One judge countered an "I did not know" defense with, "You didn't expect $16,000
to fall out of the sky did you?"
Some of the participants who were interviewed openly stated that they had
suspicions.
"Ms. ___ stated that she half way thought the program was illegal but
she went ahead wth it any way."
Some of the participants were familiar with what a pyramid scheme was and
joined regardless, as indicated by the following accounts.
" ... he told __ it looked like a pyramid, __ said that it was not a
pyramid and began to explain about it being a 'love flow chart' or a 'love
gift' or something such as that, ... "
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Finally, if a participant continued to deny the program's illegality at any point in spite of
glaring evidence to the contrary, this was an indication in the view of the researcher that
they had some knowledge about its true nature.
"Q: Did you know it was illegal when you signed on?
A: NO! Ask a lawyer & he said NO NOT ILLEGAL! What is illegal
about it?"
Even amid reports that "The Charity Club" was an illegal pyramid scheme many of the
participants, to borrow a characterization used by a newspaper that covered the
investigation, "staunchly defended" it. The following quote was included in the
newspaper articles.
"Members of "The Charity Club" are continuing to defend their
organization against charges it is an illegal pyramid scheme ... "
The previously discussed themes were found to be recurring in the data that was
subjected to a content analysis. Some of this was due to the content of what various law
enforcement interviewers were asking. However, the content of the newspaper articles
also produced some of the same themes. The mechanics of the research design have been
thoroughly discussed along with the case study method and content analysis. Ethical
issues and the researcher role have been discussed along with my background and
subsequent bias. Background information related to the pyramid scheme studied here has
also been discussed. All of this information has been provided so that the reader is fully
informed of the strengths and weaknesses of this design.
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CHAPTER FOUR
RESULTS
Now that the methodological issues have been addressed, the results of the
content analysis of the investigative files and newspaper articles will be discussed. With
the investigative files, each case or person was counted if a theme appeared. In the
newspaper articles, due to the difficulty of determining when a particular person made a
statement and due to officials and not necessarily pyramid scheme participants often
making comments, the concept rather than the person was counted. The newspaper article
counts are not intended to reflect the number of individuals who made any particular
statement regarding a concept or theme. For these reasons, the newspaper articles were
placed into a separate section in the data spreadsheet. The frequencies of the following
themes' respective occurrences were separated between the investigative files and the
newspaper articles.
Money As A Motivation

The appearance of the word "money", a figure, or its functional equivalent was
identified as representing this concept. This theme was highlighted in yellow.
Approximately 108 persons in the investigative files mentioned money in the context of a
motivation. It appeared approximately 20 times in the newspaper articles. Examples from
the investigative files include the following.
"The reason __ signed up was the idea to make money."
"Mr. __ advised that he was greedy when he got into it. .. .I asked him
what he expected to gain when he signed up and he advised $16,000. He
advised it was just greed."
The following example was found in the newspaper articles.
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"Many area residents were duped by a promise of easy money in a get
rich-quick scheme called 'The Charity Club'."
" ... his contact promised him a quick $14,000 profit in the venture."
As already explained the question was asked by the investigators, "What did you expect
to gain from the program?". This appeared to be a dominant theme among those involved
in the pyramid scheme.
Thrill As Motivation
The idea of a risk, thrill, or excitement being present as a motivation was
highlighted in gray. Approximately 40 persons in the investigative files mentioned a risk
or excitement with being involved in the pyramid scheme. It appeared approximately 1
times in the newspaper articles. Examples from the investigative files include the
following.

"

told ___ that there was a risk when he gave _ the money.
told ___ that if the program ran out of participates, he would lose
his money ....It was like playing golf to him and having a friendly bet on
the game."

"
chance."

told him there were no guarantees about this, and it was a

Examples from the newspaper articles include the following.
"others saw the scheme as a game, much like the lottery."
" ....__ said people were excited about The Charity Club and
eventually persuaded him to join."
The dominant idea within this concept was the scheme being characterized as a game or
pool. Whether or not this theme of excitement or thrill as a motivation to participate in
the pyramid scheme was dominant over and above the motivation of making money is
speculation.
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Ignorance Of Wrongdoing
When the respondent stated that he or she did not know the pyramid scheme was
illegal, it was highlighted in red. Approximately 162 persons in the investigative files
mentioned this theme. It appeared approximately

2

times in the newspaper articles.

Examples from the investigative files include the following.
"... I never knew it was illegal. .."
"did not know it was illegal until the newspaper article was released."
Examples from the newspaper articles include the following.
'" __ added he did not know what he was doing was against the law.'"
"'I had no idea no idea I was doing anything wrong,"'
Two questions in the interview guide specifically dealt with concept. They were, "Did
you know it was illegal when you signed on?" and "When did you determine the program
was illegal?" The pyramid scheme portrayed itself as being completely legal within the
context of tax law and people giving gifts.
Status Of Other Offenders
When a respondent mentioned the status of other participants their case was
highlighted in purple. Approximately 69 persons in the investigative files mentioned this
theme. It appeared approximately 13 times in the newspaper articles. Examples from the
investigative files include the following.
"__ recalled that __ introduced the program as a program that the
church had going on. __ said that only good people got involved
because the money was used for good things."
" __ told her lawyers, judges and police officers were on it. They
wouldn't be on it if it was illegal ...."
Examples from the newspaper articles include the following.
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"Accusations flew and well-known area residents were linked to the
scheme."
"The people "arrested" (summoned is the correct word) in the pyramid
scheme are for the most part good, law-abiding citizens who would never
knowingly do anything illegal."
This theme appeared to be a compelling factor to those who had misgivings about joining
the pyramid scheme before making the decision to participate.
Strength In Numbers
When a respondent mentioned the high numbers of people involved in the
pyramid scheme or mentioned being involved with someone else it was highlighted in
blue. Approximately 42 persons in the investigative files mentioned this theme. It
appeared approximately 3 times in the newspaper articles. Examples from the
investigative files include the following.
"he along with _____ and ______ both employees at
(Restaurant)'s got into the program .... "
"everywhere he went it seemed he heard something about this program."
Examples from the newspaper articles include the following.
"' A lot of people were getting into it. .."'
"It's set up so that a group of people work together as a team, ... "
In order for the pyramid to progress large numbers of people were needed. This was
accomplished through personal associations in businesses, workplaces, friendship circles,
and family members.
It's A Charity Thing
When a respondent mentioned the charitable aspect of the pyramid scheme it was
highlighted in green. Approximately 30 persons in the investigative files mentioned this
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theme. It appeared approximately 10 times in the newspaper articles. Examples from the
investigative files include the following.
" ....__ also said that his church in (Southern State) was involved in
this program and that it had been used to help some people who needed
money to pay some medical bills. He gave an example of someone in his
church with a sick father somewhere, ..."
"She told me that the program was a "gifting program", intended to help
people who particularly needed help. __ indicated that several needy
individuals had been placed in the program and had received $16,000..."
Examples from the newspaper articles include the following.
"Local organizers described 'The Charity Club' as 'people helping people'
and a 'gifting program.'"
"Some participants thought they were helping Hurricane __
victims,..."
The pyramid scheme was labeled as a "gifting program" and highlighted the charitable
aspects of a person giving a gift to another person.
Should Have Known It Was Wrong
Each time a mention was made that suggested that the person had indications
of knowing the scheme was wrong, illegal and ignored it, or continued to deny its
illegality it was marked with bold asterisk and underlined. In the newspaper articles it
was underlined and bold typed. Approximately 47 persons in the investigative files fell
into this category. The theme appeared approximately

2. times in the newspaper articles.

Examples from the investigative files include the following.
" ...he stated that he did not pay since they had signed a 'gift statement'.
stated that he didn't feel that the program was illegal
despite the press coverage. He further stated that if it had been left alone
everyone would have been fine ....___ also stated that he didn't see
giving this gift as any different from donating to the fire department or
(Volunteer EMS service)."
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This person in spite of the publicity to the contrary would not acknowledge that anything
was wrong with the pyramid scheme.
"....if it continued to work everyone would get their money ...."
" ___ stated he did not understand why the program was wrong and
how it was any different than an office pool or the lottery up in (Southern
State)."
These participants received information through the media that the pyramid scheme was
illegal. They would not acknowledge that it was wrong.
"__ said (Police Officer) told him he talked to a lawyer about it and the
lawyer told him it was illegal .... "
This participant, a police officer, participated despite having information from another
police officer that it was illegal. Attorneys and law enforcement officers had more access
to the law; therefore, their participation due to their respective professions placed them
into this category of people who should have known it was illegal.
"He said that he did have a friend that asked a lawyer about the legality of
the program and was told that it was ok."
Examples from the newspaper articles include the following.
" ....she did ignore warnings from her husband that the scheme wasn't
legitimate...."
"'You all called it a pyramid scheme and everyone is saying you all know
you are wrong and are going to print a retraction."'
The second quote was taken from a reporter's account of how a "Charity Club"
participant called him after he ran a story about the true nature of the program.
If a person made partial attempts to check out the legality of the program, the
researcher felt that something did not "feel right", and that they knew something was at
least wrong with it if not technically illegal. This theme that a person should have known
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the pyramid scheme was illegal was a difficult one to identify, and was probably more
prone to my bias than many of the other themes. At one extreme, the participants who
received information from an attorney that the gifting club was legal may be viewed by
some as not belonging in this category since they made efforts to check the legality of the
program. At the other extreme, some may view that anyone who participated in the
pyramid scheme, by the very nature of putting in $2,000 and receiving $16,000 back,
should have known that the program was at least wrong. My identification of this theme
falls somewhere in between these extremes but probably more towards the latter position
-that most people should have known that something was wrong with the program. With
the results of this content analysis now presented, a discussion of conclusions and
recommendations is more fully informed.
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CHAPTER FIVE
CONCLUSIONS
Informed with the literature review, subsequent theoretical framework, and results
of the content analysis in this case study; conclusions and recommendations will be
discussed. This thesis question of why people engage in white-collar crime with specific
attention given to the rationales and motivations utilized by offenders is informed by the
case study approach used here. Sociological theoretical approaches are given to help
explain the conditions that lead to a person choosing to participate in a pyramid scheme.
Theories were further grounded building upon the works of others. In the sections that
follow, specific theories will be discussed with their relevance to the findings of this case
study.
The idea of investing money with a quick return seems to permeate the image of a
successful person in today's society. This basically entails placing money somewhere and
doing nothing else. With a smart investment sense and a little luck, a large return is
realized. The successful stock market player epitomizes the concept of being in the right
place at the right time. This desire for immediate gratification replaces the ethic of
constant hard work over a period of time. Not only do you need to just place your money
into some new and innovative "program", you only need to maintain a positive attitude,
do not dwell on the negative possibilities, and you will quickly see your dreams come
true. This dream, "The American Dream" is money. This positive thinking goes along
with the teachings of New Age Thought and has had a more prominent role in other
pyramid schemes (FitzPatrick and Reynolds, 1997). With money being the goal in
American society, the following theory will be discussed first.
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ROBERT MERTON'S STRAIN THEORY
Robert Merton's (1957) strain theory puts forth an explanation for crime and
places it at the group or society level. With this view, American society has a particular
social structure in place whereby conditions are created that are conducive to a person
committing crime. In American society, there is emphasis placed on the cultural goal of
acquiring wealth. If the competition and method to acquire the goal is where the
satisfaction lies, then the social structure is in a position to regulate the means by which a
person chooses to attain the goal. However, Merton maintains that in American society,
the goal is where the emphasis stays without equal emphasis placed in the socially
approved methods to obtain that goal. The most effective method to acquire this goal will
come to be used regardless of whether or not it is socially approved. In addition, without
this equal emphasis, certain segments of society are not able to utilize the socially
approved route. It is simply not available to them, and the lack of emphasis does not
create an environment where it is. Strain is an individual response to this inequity in
emphasis, and a state of anomie or "normlessness" is created as a result of this social
structure. Anomie is a permanent feature of American society whereby norms have lost
their ability to regulate behavior and contain it within normative boundaries.
"The social structure we have examined produces a strain toward anomie
and deviant behavior. The pressure of such a social order is upon outdoing
one's competitors. So long as the sentiments supporting this competitive
system are distributed throughout the entire range of activities and are not
confined to the final result of 'success', the choice of means will remain
largely within the ambit of institutional control. When, however, the
cultural emphasis shifts from the satisfactions deriving from competition
itself to almost exclusive concern with the outcome, the resultant stress
makes for the breakdown of the regulatory structure" (1957: 157).
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An individual has different modes of adaptation whereby they operate within this
society. Two will be discussed. The first, the conformist, accepts the cultural goals as
well as the institutional means in which to acquire those goals. This represents the law
abiding person. This person has reached or is reaching for a level of success through
traditional and legal means. He or she uses hard work, education, and other culturally
approved methods in reaching for the acquisition of wealth. The innovator or lawbreaker
accepts the cultural goals, but rejects for whatever reason the institutional means in which
to attain it. This person wants money and status, but may not have the institutional means
available to them or may not choose to utilize the culturally approved means. Stealing in
whatever form is the approach utilized by the innovator. This is true for the out of work
drug addict who robs a convenience store as well as the insider trader who feels entitled
to an extra million dollars in his portfolio. In applying the pyramid scheme to Merton's
theory, the participants in this form of white-collar crime can be viewed as innovators.
Merton also maintains that in Ameiican society money is a goal in and of itself,
and that one can never acquire enough.
"The measure of 'monetary success' is conveniently indefinite and
relative. At each income level, as H.F. Clark found, Americans want just
about twenty-five percent more (but of course this 'just a bit more'
continues to operate once it is obtained). In this flux of shifting standards,
there is no stable resting point, or rather, it is the point which manages
always to be 'just ahead"' (1957: 136).
This was evident with the pyramid participants in this case study who occupied the higher
economic brackets or otherwise did not appear to be in need of money. Many that I
interviewed lived in lavish homes or owned their own businesses. This suggested that the
acquisition of wealth has indefinite limits and social value. Money in this context has an
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intrinsic value beyond its extrinsic value of what it can purchase and acquire. It is a sign
of success that is universally recognized within American society. With no limit on
success, there is no limit on what constitutes enough money. Wearing expensive jewelry,
driving expensive vehicles, or living in a lavish home are all symbols of success in
America. The temptation of the lawbreaker to display this status to the point of appearing
to live outside of their legitimate means is an indicator of this concept. This in fact, tends
to be what begins the downfall of drug dealers, organized crime leaders, those engaged in
espionage, and other criminals.
With the pyramid scheme examined in this case study Robert Merton's theory is
further supported. The high number of participants in the pyramid scheme, the higher
economic status of some of the participants, and the return of large amounts of money all
support Robert Merton's (1957) anomie theory and make it useful in explaining why
people participated in this pyramid scheme.
EXCITEMENT AS MOTIVATION
Jack Katz (1988) found evidence of a thrill overriding or replacing the monetary
motivation in studying crimes such as shoplifting, petty theft, and other offenses. There is
evidence in this thesis that supports the idea of a thrill being a motivation to participate in
the pyramid. This was evident with some of the participants' characterization of the
scheme as a form of "game" or "gambling" or when they mentioned the risk involved
with participation. Evidence of wealthy participants being involved in the pyramid
scheme lent support to this idea since they did not appear to need any money. On the
other hand, it also supported the notion of money being the accepted cultural goal in
American society and possessing a symbolic value beyond what it can purchase in
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support of Robert Merton (1957). The research design used here was not able to further
explore the presence of excitement or thrill being present as a motivating force beyond
the monetary reasons for joining; therefore its presence within this context is nothing
more than speculation. With a motivation present to participate in the pyramid scheme,
be it money or excitement, factors that helped to reduce apprehension before the criminal
act and alleviate guilt after the criminal act will be covered.

NEUTRALIZATION TECHNIQUES
In the discussion that follows, the works of Gresham Sykes and David Matza
(1957) and Kenneth Tunnell (1992) will be jointly discussed. Gresham Sykes and David
Matza (1957) gave five neutralization techniques used by juvenile delinquents to alleviate
guilt after committing a crime. They were denial of responsibility, denial of injury, denial
of victim, condemnation of the condemners, and appeal to higher loyalties. Kenneth
Tunnell (1992) also gave neutralization techniques used by property offenders that
handicapped the rational decision process. They were altered states, talking it up, higher
loyalties, and out of mind. Sykes and Matza (1957) stated that these neutralization
techniques helped to alleviate guilt after the act was committed. Tunnell (1992) stated
that the neutralization techniques he found were used during the decision process before
and during the commission of the act.
"Although this sample of sixty property offenders relied on neutralization
techniques, they did not necessarily use them to neutralize guilt. Rather,
they used them before committing crimes to neutralize their
apprehensions, fears, and worries as they made decisions to commit
crimes" (1992:73).
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Evidence of neutralization techniques both during the decision phase and after the act
was committed was present in the statements made by participants in the pyramid scheme
studied here.
Denial of Responsibility
The use of denial of responsibility as a neutralization technique was evident in the
number of times that an offender stated that they did not know the program was illegal.
"Mr. ___ stated that Ms. ____ assured him that there was
nothing illegal about the program or the giving of gifts....Mr. ___
stated that he did not know the program was illegal and the only question
he had was he going to be liable for the income taxes."
Crimes fall into two categories. Mala per se crimes are considered evil in and of
themselves. These include murder, rape, robbery and others. Everyone knows that these
acts are wrong. Mala prohibita offenses are considered wrong simply because the state
has deemed them to be in violation of the law. An example is speeding or unintentionally
committing any obscure offense. Obscure meaning a largely unknown violation that
anyone may unintentionally find themselves in violation. An example may be forgetting
to renew a driver's license and getting caught driving. The offenders in this pyramid
scheme took the stance that they fell within the group violating ma/a prohita offenses. An
example of this concept is present in the following quote.
" ...At this service, Pastor ___ said that he did not know whether this
program was 'legally wrong' or not, ... "
The fact that people did not know that they committed a mala prohibita crime, in their
minds, relinquished them of any responsibility despite the fact that many did not further
research the program's claims of being legal When responsibility is not resting squarely
on the shoulders of a participant, guilt, a very unpleasant feeling is not experienced.
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Denial of responsibility as a neutralization technique was useful in explaining the
responses of participants in the pyramid scheme who were interviewed after they
participated.
Denial oflnjury
The use of denial of injury as a neutralization technique was evident in the
number of times that an offender stated that what he did was not a crime. This was
evident with statements whereby the participant indicated that he did not see anything
wrong with the program or continued to defend the pyramid scheme. An example of this
technique is present in the following quote.
"There has been no crime committed- ... There is nothing wrong with
helping family, friends and neighbors to change their lives for the better."
Similar to denial of responsibility, this technique was used after the act was committed.
This is another example of a technique whereby guilt is lessened or alleviated altogether.
It is also a method that assists the offender in maintaining their self-concept of a law
abiding citizen. In their minds, they are incapable of being labeled as an offender if the
act is not a crime. This neutralization technique was also useful in explaining some of the
responses examined in this study.
Denial of Victim
The use of denial of victim as a neutralization technique was evident in the
number of times that an offender stated that they cashed out, but would not repay any of
the money. Denial of the victim not only entailed an offender justifying their behavior
through demonizing the victim, Sykes and Matza (1957) made the following statement.
" ...the existence of the victim may be denied for the delinquent, in a
somewhat different sense, by the circumstances of the delinquent act itself.
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Insofar as the victim is physically absent, unknown, or a vague abstraction
(as is often the case in delinquent acts committed against property), the
awareness of the victim's existence is weakened" (1957: 668).
It is easier to victimize a stranger rather than someone you know. The configuration of
the pyramid scheme itself many times removed the victims from the perpetrators cashing
out. This maintained a social distance. This also reflects the previous quote whereby the
denial of victim neutralization technique at times involves not being able to identify with
a known victim as easily as when robbing someone at gunpoint. In addition, the pyramid
scheme packaged itself as people giving gifts. Many of the participants stated defiantly
that they would not repay any money unless a judge ordered them to. An example of this
is in the following quote.
" ... he stated that he did not pay since they had signed a 'gift statement"'.
Several statements similar to the above reflected the attitude that the victim was in fact
non-existent to the perpetrator since they signed a statement saying that the money was
being given freely, without consideration, and with no expectation of anything in return.
Another variation of this concept is present in the following quote.
"Have you ever been to Vegas?" "Did they give you guarantee?" "Suck It
Up"
This person took the position that it was the victim's own fault for becoming involved
since he knew the chance that he was taking when he joined the pyramid scheme. This is
more characteristic of the denial of victim technique in that the victim is treated with
more hostility for becoming involved. The person who cashed out was also at one point
facing the possibility of losing money. This can be verbalized with: "Just because they
gambled and lost, why should I have to pay them anything back? I gambled when I
joined."
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If the victim is seen as someone without fault and completely blameless for his
plight, then the offender is in a position to experience more guilt. Again, guilt is an
unpleasant feeling that the offender does not want to experience. However, if the victim
is seen in some way as deserving for what has happened to him, the offender has an
easier time with his decision to be involved and accept money in the pyramid scheme.
The denial of victim neutralization technique was another useful theme in explaining
some of the responses in this study.
Condemnation of Condemners
The use of condemnation of condemners as a neutralization technique was evident
when an offender criticized law enforcement for its handling of the investigation. This
was another technique whereby a participant was able to lessen or alleviate the guilt that
he experienced for being involved in the pyramid scheme. Law enforcement is the most
readily recognized source of discomfort since they are the ones taking the accusatory
position during the process of the investigation. Law enforcement in tum are the ones
contributing to the feeling of guilt by the participant. In the following quote, the pyramid
scheme participant blamed the prosecutor's office as well as law enforcement for how the
pyramid investigation was handled.
"We never tried to get any investors. We went to the (Southern County)
detectives to see if they could help us get back our investment. We told
them we did not know it was illegal. We were under the impression the
police wanted the people who had collected from the pyramid. Eight
months later, two police officers came to my place of employment with a
summons. The investigation into the pyramid scheme has been unfair.
There are for more than _ participants in (Southern City). I do not
understand how they can pick and choose whom to interview and indict.
We have been told the number is 700 or more. Where are their
indictments? The majority of participants were in the county, yet the
county has not and may not indict. If it is a crime in the city, is it not also a
crime in the county? Everyone involved should be prosecuted-or no one
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should. This has been a humiliating experience. Certainly there was never
any criminal intent. I have victimized not only by the scam, but also by the
legal system. Many good, honest people got caught up in this and just a
few are having to pay."
A couple of themes can be seen m this account. This person denied any
knowledge that what he was doing was illegal. Also, a mention of the character of the
majority of the participants was made when they said that good, honest people were
"caught up" in the pyramid scheme. The choice of the words "caught up" suggests
unintentional wrong doing by these people. Not only are they saying that other people
involved were not criminals, they are saying that they themselves are not a criminal.
Finally, the legal system was characterized as being as reprehensible as the pyramid
scheme itself. This person, who was obviously charged with committing a crime, felt that
it was unfair. The law enforcement components as well as the criminal justice system
were the recipients of blame for this person's situation. Similar to the other neutralization
techniques discussed, blame is taken away from the offender through this method. The
condemnation of the condemners neutralization technique was useful in explaining the
responses along these lines.
Appeal to Higher Loyalties
The neutralization technique, appeal to higher loyalties was explained by Sykes
and Matza (1957) as a situation where the delinquent subgroup had stronger ties than the
laws of the larger community. In this situation, family, friendship, or gang ties were such
compelling forces that a juvenile was willing to engage in criminal activity and accept the
consequences rather than put himself in dire straights with the subgroup. Kenneth
Tunnell (1992) listed higher loyalties as a technique whereby an offender relied on the
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experience of an older and wiser offender. This was discovered as being present early in
an offender's life and less influential later on.
In this case study there was some evidence of offenders intending to or actually
giving money to a church, a family member, persons in need, or other civic organizations.
"__felt it was a program that would help individuals, community
projects such as fire departments and local churches (by giving the 10% of
the winnings to the church)."
The charity theme played on this concept, but evidence of money actually being
given to others in support of the higher loyalties technique envisioned by Sykes and
Matza (1957) was sketchy. With participants mentioning the charitable activities, this
may have been an extension of the denial of injury neutralization technique whereby the
criminal aspect of the pyramid scheme was replaced with the good aspects. This concept
is reflected in the statement, "It can't be wrong if it's doing good things." Although this
technique may have been present in this pyramid scheme, no evidence collected in this
study supported it. With the information collected in this study, it would be difficult to
say that the decision of a person to participate in a pyramid scheme was done specifically
to aid someone else in a subgroup.
Talking it Up, Out of Mind
Talking it up and out of mind as neutralization techniques dealt with emphasizing
the positive aspects of the pyramid scheme while downplaying or just ignoring the
negative aspects of it. These are so similar that they will be considered one technique for
the purposes of this discussion. This is the first neutralization technique discussed here
that was given by Kenneth Tunnell (1992). Tunnell maintained that the neutralization
techniques he put forth, in contrast to those of Sykes and Matza (1957) were used in the
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decision process before and during the actual commission of the act rather than afterward.
The Charity Club was packaged utilizing this technique to its full effect. The associated
paperwork went to great lengths to validate its legality as well as the positive aspects of
gift giving and helping others. One way to characterize the packaging of The Charity
Club is that it hit its victims sideways with tax law and the charitable idea of helping
others while completely taking attention away from its illegal configuration. Seeing other
people getting large amounts of money completed the seduction. As previously
discussed, positive thinking in support of New Age Thought is very similar to this
neutralization technique. One investigator made this statement about it, "These people
don't want to believe there's anything wrong with it, they want the money, and they want
to believe that what they're doing is okay." This was achieved so completely in some
circumstances that many persons refused to believe that they were breaking the law as
shown with the number of people using the denial of injury neutralization technique. The
following was printed in a newspaper article after The Charity Club was officially labeled
as an illegal pyramid scheme:
"So, is it true that the (Local Newspaper) is going to print a
retraction?" ... "About 'the gifting'," the young woman's voice said. "You
all called it a pyramid scheme and everyone is saying you all know you
are wrong and are going to print a retraction."
The fact that so many of the participants were otherwise law-abiding citizens may have
contributed to this phenomenon. As demonstrated with the paperwork that accompanied
the pyramid scheme studied here, the technique of talking it up and out of mind was
present in written form during the decision process. Self-criticism and accepting
responsibility are difficult for anyone, but even more difficult for persons of higher status
in the community. They have more to lose in being labeled as a criminal. The researcher
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spoke with one attorney who was rumored to have been involved. He stated that he was
most concerned with his reputation in the community versus anything that he may have
done. Talking it up and out of mind as a neutralization technique was useful in helping to
explain the participation of so many persons in the pyramid scheme studied here.
Status of Other Offenders
After searching for themes in the content analysis of the files and newspaper
articles, another neutralization technique became apparent. The status of other offenders
technique appeared to be closely related to the appeal to higher loyalties technique. As
with other forms of white-collar crime, the offenders were not the typical street criminal
type. They were otherwise respectable, law-abiding citizens. In many cases certain
participants were either rumored to be involved or actually were involved. Either way,
this perception was present and functioned as a significant neutralization technique. They
included persons in the clergy, medicine, business, law, and law enforcement as reflected
in the following quote.
"____ also indicated that doctors, attorneys, and police officers were
participating in the program, and commented that surely they would not
participate if it was not legal. ... "
Particularly significant was the participation of law enforcement officers. The alleged
advice by attorneys that the program was legal along with the alleged participation of
attorneys was equally as significant. These persons are supposed to know what the law is,
and they are trusted by the community to give them guidance. Business owners, church
leaders, and family members also possess a significant level of trust. This added level of
trust appeared to assist in neutralizing any fears or apprehensions of participants. The
presence of other participants who had status in the community appeared to be a
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significant neutralization technique during the decision phase to get involved in the
pyramid scheme.
RATIONAL CHOICE PERSPECTIVE
The final theory covered is the rational choice perspective on offending as
explained by Ronald V. Clarke and Derek Cornish (2000). This theory ties in with some
of the other themes discovered and explained in this case study.

One of the first

propositions set forth with this perspective is that crimes are purposive and deliberate
acts, committed with the intention of benefiting the offender. This supports both Robert
Merton (1957) and Jack Katz (1988) in that the pyramid was a scheme that the
participants got involved in for their own benefit. That motivation could either be money
or a thrill. Even if the purpose was to help some other third party, the participant
ultimately, in the opinion of the researcher had his own interest in mind when making
that decision. This position is taken due to the self-image that a charitable person wants to
maintain. The second proposition states that in seeking to benefit themselves, offenders
do not always succeed in making the best decisions because of the risks and uncertainty
involved. The pyramid scheme supported this as well since some persons lost money and
were ultimately charged with a crime. The third proposition is that offender decision
making varies considerably with the nature of the crime. This is supported in that most of
the participants in the pyramid scheme studied in this case study would probably not
engage in other blatant forms of fraud. The likelihood of law enforcement and attorneys
setting out to defraud persons of thousands of dollars in another way is low.
This scheme was packaged with numerous neutralization techniques at work,
which significantly impaired the participants' judgment. This supported Gresham Sykes
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and David Matza (1957) as well as Kenneth Tunnell (1992). Denial of responsibility,
denial of injury, denial of victim, condemnation of the condemners, talking it up, and out
of mind were supported by this study. In addition to these neutralization techniques, an
additional technique was developed in the status of the other offenders. The decision to
participate appeared to be rational although limited or bounded. Bounded rationality
refers to a handicapped decision process. The offender is doing the best that he can within
the limits of time, resources, and information available to them. With this perspective it
remains rational to him. With the pyramid scheme, the participants were presented with
paperwork that praised the legality of its design. Those who still had reservations made
their final decision to join after seeing other persons in the community such as attorneys,
prominent business owners, clergy, and law enforcement involved. The rational choice
perspective does not delineate between offenders and non-offenders. It takes the position
that anyone may become involved in crime depending on the situation in which they find
themselves. Thomas Gabor (1994) was cited by Clarke and Comish (2000) in the
following:
"It is also the case that many offenders are not generalists. This is true of
people who succumb to specific temptations to commit crime in the course
of their work or everyday lives. People of this kind, who are generally
law-abiding but who sometimes fall to temptation, commit a large
proportion of all crime (Gabor 1996)" (2000: 26).
Again, this assertion is supported with the participation of otherwise law-abiding citizens
in the pyramid scheme studied here. The theories put forth by Robert Merton (1957),
Gresham Sykes and David Matza (1957), Kenneth Tunnell (1992), and Derek Comish
and Ronald Clarke (2000) have been useful in explaining the rationales and motivations
behind white-collar offending in the pyramid scheme studied in this thesis.
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DIRECTIONS FOR FURTHER RESEARCH
A replication of this study could be undertaken with relative ease. News of
pyramid schemes show up from time to time, and if the scheme is investigated by law
enforcement with attention and resources matching what took place in this thesis, then
investigative paperwork could be obtained for a content analysis. Validity could be
enhanced with a similar methodology by having one or more additional persons searching
and coding for themes in the existing secondary data sources.
Intensive interviews by non-law enforcement persons are another option that may
produce data supporting or disproving the excitement motivation above the motivation of
acquiring money. Whether or not the response rate from previous participants would be
adequate would be difficult to speculate. Once the interviews were completed, would
they have the honesty and frankness necessary to capture what is being measured? It
would be difficult to assume, but it may be a viable option methodologically speaking.
Another possibility, but difficult to gauge whether or not it would be successful, is
participant observation. If a site can be identified and entered, then the researcher in this
circumstance may be in a position to capture additional information with regard to
rationales and motivations behind a person becoming involved in a pyramid scheme. Law
enforcement in other jurisdictions have been able to go undercover in rallies where
people are signing up for various programs that are actually pyramid schemes. Ethics
would be a primary concern in this situation due to being present and observing illegal
activity. Would a researcher under these circumstances be able to stand by and watch a
person lose potentially thousands of dollars without saying anything? In addition, many
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of these programs only come to the attention of the media once they've begun to collapse.
Finding a site "in progress" would be difficult.
Political Aspects
The high status of many of the participants in the pyramid scheme examined in
this thesis became an important issue. Not only did it manifest itself as a neutralization
technique, it appeared to be related to the seemingly abnormal high level of
embarrassment felt by many of the participants. With persons of high status in a
community being implicated in illegal activity such as this, the newsworthiness of it was
also elevated. Police officers, their families, prominent business owners, clergy, and
officers of the court falling from grace is an attractive news subject for a small newspaper
with little else to report. The constant follow-up by various news outlets seemed to drive
the priority of the investigation examined in this case study. In addition, the high status of
some of the participants who became victims may have also had a bearing on the priority
given to it by the various law enforcement agencies and prosecutors who investigated it.
In short, politics may have been at work. As much as a law enforcement agency hates to
admit it, a prominent person in the community who falls victim to some crime will
receive more attention than someone else. That is not to say that a crime will not be
investigated if the victim is of a low status in the community, but the victim who holds
some position in the community will receive more attention from the agency. It may be
nothing more than a phone call placed to a "friend" who either works at the agency or is
in the administration. If I as an investigator receive a case to work on where the victim is
a mother or other family member of a friend, then I must admit that I will have more
interest in that case than I would with a case where the victim is a stranger to me. As in
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most arenas the phrase, "It never hurts to know someone" seems to have merit. How
often will a person make a direct call to someone he knows within any organization if he
does not want to be lost in the bureaucratic shuffle? I have gone out of my way to assist
anyone from an outside agency simply because I would like the favor returned if I ever
need it. Reciprocity, either good or bad is a key component of politics, and a social
researcher at one time or another must factor in the political ramifications of a proposed
study.
Practical Applications
The practical applications of this study do not entail any foreseeable policy
changes within law enforcement. This scheme is something that appears and disappears
very quickly with mass victimization in its wake. Due to the wide publicity, large
amounts of money lost, and charges that were placed, most of the persons in this
community would not become involved in a pyramid scheme again. For this reason no
policy change would really be warranted. However, the "why?" that is put forth by the
conclusions drawn in this study can help educate the public so that they look critically at
any "get rich quick scheme" and hopefully not fall prey. Also, the results put forth by this
case study with regard to the neutralization technique of high status participants may also
influence lawmakers to re-examine some of the existing laws so that schemes such as this
do not operate in the legal gray areas and lure otherwise law-abiding citizens into it. The
vague language in some of the laws appeared to have an impact on whether or not a
person decided to participate.
In closing, despite the fact that empirical research appears to be lacking in this
area, pyramid schemes and MLM's (Multi-Level Marketing) have grown in prominence

121

and have received growmg attention from law enforcement agencies and watch dog
groups. Web sites have been devoted to educating the public about schemes such as
these, and with the Internet becoming a global tool for communication and research,
avenues for further research may become available.
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APPENDIX A
''THE
Private Gifting By Invitation Only
"? This is a private group of people taking turns_giving and
What is "THE
receiving from one another. It is a private gifting activity.
What is Gifting? The term gifting refers to tax law Title 25, Chapter 12 that allows an individual
to "gift" (freely give without consideration) to another person a sum of money. Up to $1 0, 000 .00
per calendar year without the burd�n of a tax liability.
How did this concept begin? Gifting gifts to one another is an expression of kindness, which has
been going on for centuries. Governments have allowed its practice for individuals to share their
wealth with friends and family. It has been a means of helping and blessing others on special
occasions or when the need arises.
How does it work? It is a way of sharing using a simple concept that "all things must be done in
order." Much like a pioneer barn raising party where friends and family joined together in a spirit
of giving to helping their neighbors. This follows God's law ofreciprocity, "Give and it will be
given unto you."
Is it legal? Several attorneys and judges have investigated the tax law and this program and have
· found the giving and receiving of gifts on these special occasions and when the need arises, to be
in c.:omplete compliance with the laws of the land. In America we have the Preamble, the
Constitution, and-the Bill of Rights to protect a private citizen's rights to earn, pay taxes and give
away property aud cash as long as it is done according to the laws and codes ofthis country. Some
restri�tions do apply and must be followed. Refer to the tax codes that follow:
By law you are required to report any economic transaction. If you sell your
computer for $200 . 00 and you pocket the cash, then you have committed an illegal
economic transaction by not reporting it as taxable income. Gifting is not an
economic transaction unless it is over $10,000 . 00 from one individual. Gi_ving
money to someone is not an economic transaction and is stated in the IRS tax code:
Title 25, Sections 2501-2504 and 2511. According to these laws relating to gifts, one
can receive or give up. to $10,000 . 00 to or from any number of people per year
without incurring tax liability. One is not required to declare money given, or that
is received, as a gift on one's tax return until an individual gift exceeds $10,000 . 00.
Who can participate? This is a private group and you must be invited (invitation only, no
exceptions).
Our gifting activity is extremely simple. We are giving a gift of money and time to others. When
the time comes, we will receive assistance and gifts from others.
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APPENDIXB
GUIDELINES
rhere is no comp:my involved here We arc all independent indi,·iduals who are panicip:uing of our
own free will a:id choice.
l. �o removing of a pa:i.icipant's name from the original information without verification.
2. No misrepresenting of information or falsifying information on the re pons.
3. Anyone may provide an unco nditional money gift to another person. enabiing he/she to pacticipare .
,
Absolutely no �clling of positions is allowed. A gift is a gift.
•
4. No Participant can be on more than one "Gift List" at a time.
5. No creating an alias in order to panicipate on more th21l one board. Husband and wife, or any other
family household member. may not be on more than one board.
6.

Gi�s will be in cash, certified checks or money orders

7

Ko Boards ,v!l1 he pl!rmancntly split until the person in Posii.ion One has \he tracking #'sand/or Gifting
statements for all S ;;>osltion four individuals.

8

A;iy panicipam :our:d to be ;n violation of any rules will be ii"n1r.ediately dismissed and may not be
allowed to panicipau� in the fuwr�
REME?vffiER: You cannot send out unsolicited emails, SPAM or fax blasting.
Please remember that your method of sharing is very important. We want to properly represent that we
are sharing. Remember that we are "gifting" and not consumers that arc: investing. We have found that
"what goes aro"und comes around" and we are commined to shuing with others so we may ail h11ve t.
wonderful experience.

• I
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APPENDIXC
TERJ\1INOLOGY
ln our communications with others, it is VERY fMPORT ANT that we use the appropriate terminology.

THIS IS CRITICAL!!
We DO NOT use these words:

•

(nvestm�nt
Paid
Getting paid
Sponsor
Re:Fruit
Sign-up
Buy, buy-in
Purchase
Pay-out

USE THF.SE WORDS:

Give
Receive
Giving
Position One
Register your gifi Potential
Record your gift
Contribute your gift

Took in
Earnings
Make
Profits
··Dividends
Play tr
DO\\Tiline
L:plrne
Return

Pomion Two
Position Three
Posil.ion Four
Panicipation
l have been sifted
Join.hands with
Gift:er

Paid out
Paid off
Play the board
Play the h_ouse.
Guarantee
Assured
Su:e bet
Ecu-n
Multiply your money

I have received
I h,we gifted
Donation
Pocencial
Associate yourself with
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APPENDIXD

THE TAX LAW
Title 26, United States Code Sections:
2501 2502 2504 2511
According to the IRS laws relating to gifts, you are allowed to give or receive up to
$10,000.00 from any number of people per calendar year without incurring a tax
liability. You are not required to declare money given or received as a gift on your
tax return until an individual gift exceeds $10,000.00. The taxes on gifts have
already been paid and cannot be taxed.

GIFTING STATEMENT
This money is a gift freely given to _________ __ ___ without
an y consideration. All taxes have been paid on this money. I have not been forced
in any way or by anyone to give this money. This is strictly a gift and I expect
nothing in return.
Name_____________
Signature.____________
Date_______ _______

126

-�d'

Freshman
#1

112

-�

.-

Gifting Flow Chart
"5

#3

/U

#1

#2

83

r1

#2

c--
N
,n

#8

M

�-

� Sophomore

Junior
Senior
w,.,... .

. /(}:

· . : \ii!Wli WIW·

·:rnmrrnwr·

#8

NAME
1.

2.1

3.

-
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I do have a profitable venture you might want
to be included in. This is no joke-there is real
money in this. (E-Mail Message)
assured Mrs. ___ that the program
. Mrs. ___ stated it was
was
told to her that Reverend -------- preacher brought the program
to (City). __ stated to Mrs. ___ that he
(
) and __ begged people at ---for 6 weeks to sign up; then it "took off'.
stated that ___. stated to him that this
was - and that it may take a couple of
weeks to get a return on the money but some of
the things were going so fast some people were
getting there money in a day or two....he told
those people that he had been through the chart
twice and was working on his third time
stated that he had heard that there
now.. ..
could
stated that on the Monday
morning when there was a artcle in the paper
concerning the incident that -----was by the shop and told them not to worry
about anything. __ also stated that on the 10th
when he got on the chart
--------- told him that he had
been through once and was going through
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when he signed up, especially after seeing some
of the other people involved in the program.

�%.etS#Jt4iihmiiWUG& M

6. **********

her husband researched the
program's claim, regarding the tax law on the
futemet and found that the tax law was actually
true. fu addition,====--- told
if not he and
said
others would not be participating....
that duringthe week ofFebruary7, 2000
where
.....,,
,
she works to sign up on the program.

--- and

1;

__ _______

7.-

N

\0

told me over the telepho
ot}�i''L)s£Jc

tMJ.m

I
::M

Mfit$innD
':';';Bl',� 'YI\ llh:c, :ec;
_hls.'3 J)::Jfflc1'l ]bni

did not sign anyone else up on the program. I
because of
the names I saw like ------------' my boss _______ ,
and -----

The reason __ signed up was the idea to
make money.

8.

9.

•-

'''Have you ever h,een t0 Vegas?" "��M
gjY£._yOld._g!,!fil:ill!1e+e?" "Sueki It Upj
'

1

,( �) j:, I

'

! If

, r '

... said he was on a board with Chief --son-in-law.
said he put his money in, he was
aware of :Chance he took.

11.

,__.

VJ
0

cash out and felt it was unfair to
arrest those people but the ones who received
money should have to pay. ___ said he had
heard people say that Police Officers said it was
alright to play but when pressed could not say
who told him this. Mr. ___ also said he
"knew for a fact that (Police Chiefs') family
members were on it but nothing would happen
to them".

12.-

--- did not

13.

He advised that he
when got into it, ...

advised that he was greedy when he
Mr.
got into it....I asked him what he expected to
gain when he signed up and he advised
$16,000. He advised it was just greed.

14.

She also advised that she
- when she got involved.

I then asked her what she expected to gain
and she advised that she had hoped to collect
16,000.

1$

He also advised that he had heard that there are
several lawyers and Chief _____ were
also involved in this.
16.

Mrs.

✓

1::f J \1,'' ' , ) I

,_.
vJ
,_.

advised that she 'I (I 11(\[ I;'•( \','
I when she participated.

He advised that he had heard about how he
could give $2000.00 and later receive
$16000.00
...were told that they would collect
$4,000.00

,
,,,,,
..a,www
17.w

He then advised that if everyone continued to
participate, this would keep it going ....__
told us that he had talked to attorney,
_____ about the program. He advised
that (Attorney) had told him I<\ i: \\'�:1� l ( <,0]
He advised that he had heard that several other
attorneys were involved. __ also advised
had
that he had heard that Judge
also participated in the program .... H� bll#Ad
- someone had talked to (Attorney) and
he told them it was legal, why would (Attorney)
be on it if it wasn't legal. He had heard Judge
---- was on it, he couldn't remember who
told him but would try to find out.

18.

He advised that he
- at the time he signed on.

Mr. __ advised that he didn't expect to
gain anything, but hoped to get $16000.00
back.

19.

He advised that he
when he signed onto it.

...when he got into it he had hoped to gain
$16,000.

20.

He advised that he hoped to get something
back� but understood that he wasn) _garinteelf

,•.

he did not know that it was illeagle until he read
it in the paper on 2-15-00.

21.
22.

23.

......
w

N

She advised that she did not expect to get any
money, but had hoped to.

She also added that she

He / I I(
signed on.

I I (

/ \ (

l I : ;: I

when he

--------

!. He advised that he
though t that it was legal after reading the paper
that he signed. He then found that it was illegal
after it came out in the paper he advised that he
had heard that this began at (Local Plant). He
also advised that he had heard that a
------ had cashed out five or six
times.

He advised that he had hoped to gain
$16,000, but did not expect to.
He advised that he expected to receive
$14,000.00

24.

Mr. __ advised that his daughter,
----- had been on it and cashed out.
She then called him and asked if he wanted to
get on it. He advised that he told her that he
would ...He advised that he
!, until he heard on the raidio
that it was.

He
advised tha.the
W:asn�re lfhe wp,uld
I
0
,
get payed §Dr not.

25.

She advised that she
- when she got onto it.
Everyone was saying that - because
you were giving a gift and not making an

... she advised that she hoped to gain $16000.

26.

What did you expect to gain from the
program? Nothing, maybe a gift of money of

what I put in.

investment.
stated that she 1,, I r i 1 11( •• r. ·
when she signed up ...

Ms. ___ stated that she expected to gain
$16,000.00 or $14,000.00 in profit from the
program.

27.

Ms.

28. **********

Ms. ___ stated that she halfway thought the
programwas illegal but shewent aheadwth it
anyway.

Ms. ___ stated that she had hoped to get
$16,000.00 back from the program. She
added that she had planned to help her son
get out of debt.

29.

...she
when she signed on; ...

... she expected to gain $16,000.00 from the
program.

30.

Mr.

stated that all four of the

--

-- -----

a· s much butwould net take a chanc-:e with as....
piuch.eitlie:tj ....Mr. __,
and
stated that they

......

\.,J
\.,J

stated that he
when he signed on; ...

31.

Mr.

32.

. ..he did not expect to get anything out of the
program. Mr.. � stated that he when he intered the
program: ...

33.

Mr. __ stated that he did not expect to gain

Ill

Mr. __ stated that he expected to get his
$2,000.00 back and to profit by $14,000.00.

anything from the program. Mr.
that he absolutely

>-'

w
�

stated

34.

Mr.

35.

Mr.

36. **********

Mr.

stated that he
when he signed on; and that
he learned of the possibility of it being illegal
when he read the newspaper account.

... he expected to gain his initial $2000.00
investment plus $14,000.00

37.

assured
Mr. ___ stated that Ms.
him that there was
about the
program or the giving of gifts ....Mr. ___
stated that he did not know the program was
illegal and the only question he had was he
going to be liable for the income taxes.

Mr. ___ stated that he was told by
___ and ___ that he would get
$16,000 back ....the only reason he got
involved was to pay off his credit cards and
get out of debt.

38.

Ms. ____ added that she did not expect
ot get any thing out of the program. She stated
that she would have been surprised if she had
received any money at all. Ms
stated that she -- and did not find out that the program
was illegal until the information came out in the
paper.

stated that he
when he joined it...
stated that he
when he signed on; ...

Mr. ___ stated that he expected to get
his $2000.00 investment back plus $14000.00
Mr. ___ stated that he expected to get
his initial investment of $2,000.00 back plus
$14,000.00

He thought that it was a gift but that he did
expect to get some money back but
i i 11 \'-,

39.
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...he heard that the program started in a church
to

__ had told him that the purpose of the
program was to invest the money with the
intent of getting money back ...

stated that ___ told him that this was
a new thing which was started by lawyers and
preachers to
in (Southern
State).

He was told by ___ that if you put up two
thousand dollars then you would get sixteen
thousand dollars back.

42.

...nor
...He
explained that it was a gifting program to -

...with no �arantee ofgetting
an,thing
--�'
":.f,...back.

43.

...he wanted to cooperate because he said that
he

44.

...he was told that all of the money was just a
gift. He stated that he

45.

...he

46.

said that he
.
-· . It was explained to him that it was a
charity gift and that the money was -

41

t.,,,)
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He said that he expected to get sixteen
thousand dollars back ...

1, •••

His whole intent was to put in the money and
to cash out to receive sixteen thousand
dollars.

47.

48.

49.-

He indicated he
advised as such by
that it was illegal.
I, /1 ,,i

I ( I

I

and
.... nor did he know
•

I 11 1 ,,I

',

She said that it was going through her church
which is {Church Name}. She indicated that the

.. - -- -- -- ---,,-21_---;-,::-;: - '1
Me'knew
that it was a rick ,and mat he had
participated twic� ,and that he knew that J
• 1;
'
was ans�.

She indicated that she gave two thousand
dollars in hopes of getting back sixteen
thousand.
She indicated that she used the money to pay
her taxes.

I.__ said that she would put up the
money to place her one the board because she
wanted to help people ...She stated that she did
not expect to receive any money and

50.

----

,_..
w

0\

-

She stated that she was never promised anything ...by putting in two she would get back
and said that it was a gift thing and that a lot of sixteen thousand.
. She
until she heard it on the
radio ...
-

51.

... he

52.

As far as this being legal, Mr. ___ stated

He gave the money and said that he hoped to
get sixteen back...

that everyone was saying this - because
you were giving a gift and not an investment.
53 __

Mrs. __ stated that she inquired about
whether or not this was legal before she got in,
and she was told that several attorneys as well
asjudg_es had been asked about this and that it
this was started to
(Southern State), ...

54 .

.111111111

55.

,_..
w
-.l

56.-

...she was told she might get something back
from this, but there
no gaurentee,.

was

1Il

Mr. ___ stated that when he got involved
that he was told that it was legal, and that
lawyers, especially (Attorney), had looked into
this thing and that it was perfectly legal. Mr.
--- stated that he was told that business
people as well as police officers were involved
in this so he
....he also
heard that it started in (Southern State) from
.he had
some churches to
heard that some doctors and business people
around (City) were involved,...

Mr. ___ stated that he had hoped to gain
something fr9p i!?_ bu! re.aHze·d that you m�)1
n.0t get any;!h�g in retum.'

Mr. ___ stated that he had been told_by
Mrs.
that she had {!:JJJl:.f:,�".lzGJ ,:\ 1lQjl (o)i•
about this and that he thought, as she
did,_

11111

Mr. ___ stated that when he got in he
realized that he might could get
some return
"--'
r-on his money, but that he eould also not get
""""
r:::
l'l�ything:'in: i:eturn;,

Mr. ___ stated that he was told this was
legal...Mr. __ stated that he -

Mr. ___ stated that he had hoped to getJ
something in return but he also knew that �

58. **********

until this came out in the
press. Mr. ___ stated that he heard that this
got started from some church, but he didn't
know this to be true

�as -possible that he ma·
b_aek_in rehtFn.

Mrs. ___ stated that she heard that lawyers,
police officers, and all these_prominent people
were in on this so she

... she understood that there was a possibility
that she could get as much as $16,000 back
from her investment,... but that she wastold
th<!-1 it was a §hartee that she ID/:!)' not g�t· .
bythi11g back from this investment! · ·

A"'-ufflent�

___ stated that you had a set of rules that
came with the chart and you were supposed to
abide by the rules, and they thought that this
was what made it legal.. ..___ stated that at
the time that he got involved that he -;- Mr. ___ stated that he
had been told that attorney's had said that this
was legal, and that the only problem that they
saw wrong with this was that at some point that
it may stop and somebody going to get stuck
and loose their money.
Mrs. ___ stated that she had hoped to be
able to pay off her vehicle.

59.-

,.....

v.l
00

....Mrs. ___ stated that she
had returned $2,000 to one person and that they

,,

".~·

.,�·:' ·, .
�, ....,.

stated that the money that she returned she just
gave this back that no one had called her and
asked for the money back....Mrs. ___ stated
that she had did some checking, and that she
herself had talked with some attorneys and that
60.

Mr.
stated that at the time that he signed
up he
, and that
the first he heard of it being illegal was when
his wife told him she heard that it was.

61.-

Mr. ____ stated that he then begin to see
peoples names of these charts that he knew to
be good and honest people so he figured it was
alright. Mr. ____ stated that he inquired
about whether or not that this was legal and that
people were telling him that-·
...that she could get $16,000 out of this
investment.

62.
63. **********

......

t_,j
\0

As far as to whether or not she knew it was
illegal, Mrs. ___ stated that she asked a
lawyer and he stated that it
(Questionnaire-What did you expect to gain
from the program? Nothing. -- - -

64.
65.

...she

66.

-·

67.

68.

. .. he

Did you know it was illegal when you signed
on? She stated no, it explain to her that
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69.

___ stated that he expected to win
$14,000.00
What did you expect to win? He stated
$16,000.00

70.
71.
72.

...she expected to win $16,000.00...

When did you determine the program was
illegal?
stated that

73.

... he was told by-==---- to gave it
as a gift and that it -- Did you know it
was illegal and when did you sign on? He stated
no, ...

74.-

She stated that she heard some of her friends
talking about it and it sounded like a good thing.
__ stated that she expected to win
$14,000.00 and her $2000.00 back.

75.
76.

He stated that he expected to win $14,000.00

Mr. __ says he
when he got involved.

77.
78.--

--

+>-

in
He stated he got on it after the
(Southern Town and State) had received
donations....He said there was rumors of
churches and pastors involved in the
pyramid ...He stated other rumors were of
doctors and lawyers being on the gift program.
He then asked me what was illegal about it. I
explained it was a pyramid scheme. He said he
never heard of a pyramid scheme in his
life .... the reason they stopped that one was
someone was mishandling the money. He said
as long as it kept going no one was going to get
hurt, I mean it might have taken a year or two
years somewhere down the line it might stop.

�-- said he did
�0Fk '@r

not. ...

He said he thought some of the wrong people
got hold of it and tried to tum it into a
business....He said he personally talked to three
different lawyers and they all ,· ,' ll W,''· ll,'','i
__ stated that she heard about the prngram
and got on it after the
-· She stated the gifted program was to
help the victims. She said her gift was to help
an 80 yr. Old man recover from
surgery ...______ said that supposedly
threw was a meeting about February 14, 2000
involving some lawyers and judges on the
matter of the pyramid

______ stated that you could make
$16,000 on this gifted program, but pot a
'gu_arantee.1
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80.-

. He saw a legalized ...knew it was a ti_sk and n0_guarantee to
make any money.
paper drawn up by a lawyer, possibly from
(Southern State) He said the program was
supposed to be a gift that
...He said rumors were
that ___ __,
_____ ,.(Attorney), _____
(pharmacist), (City) Police, doctors, and a black
minister (Affluent Neighborhood) were on the
boards.

81.-

She said she received at least 50 phone calls to
participate I February of 2000. She said you
would recognize some of the prominent names
on board list. .. She said it was a gift program
�
---�d

there was rumors of some churches involved in
the pyramid. She said supposedly that
(Attorney) was on the list as a recognizable
person.
to be on the
...he
board. He said he called (Judge) and inquired
about the situation. He said Mr. ---didn't think it was illegal and he would check
into the matter for him. He stated he was friends
with Mr. ____ and attended school
together.

Mr. ___ said he was hoping maybe to
'
make something, but p.ot guarante� ancl
iflayjng the �2!!,rd at__ x,ou, r own risk.

83.

because he saw
He said he
a document that stated it was legal.

...he might make some money. He said it
was .a riskand n0 _guarante,e.

84.-

saw (Attorney)'s name on the board.•
it was explained that
in
it was
(Southern City and State) ...He said he saw
(Attorney)'s name ...

85.

She stated that when she signed up she thought
- due to fact that she was shown a
sheet with the tax law concerning the gift tax
thought it was
law .... ,\%1:w@k0ftQJ:
perfectly legal due to the tax law.

86.
>-'

+>
w

- -- -

82.--

87.

88.

-·

Said that they called and spoke to (Attorney)
personally and was told that this was -

89.

Was told - and quoted the tax codes.

Was t0ld that !}us was Jl.©!Jl gya.rautee� but
told that if he gifted gifts would be given to
him in return.

90.-

(Attorney)-about a
rebuttal ... ____ told him he talked to a
lawyer and it was legal. ..

____ said he expected to get $16,000.

91.

He was told that this was <!__way to llllllli.i.heSaid that he was told it was a guarantee
return on the investment.

92.

......

�
�

Stated he' �e'Y f!illt1t �� a,..g£1!llble,c:.:..:J'was
told that it was almost a guarantee on a
$14,000 return.

93.-

Was told that this was-· He was
even talked to by company attorneys. Thought
if attorneys were involved it must be legal.
Stated he was overwhelmed with information
that this was legal.

94. **********

___ stated that his attorney advised him
not to speak with us, but he was going to talk to

He stated that it was a gift giving board. He
would pay $2,000.00 as a gift and �YL;llii

us anyway. He stated that he did not see the big
deal about it....
_ stated that he
when he got into it. The
way it was explained to him it was simply
people giving a gift.

get 1anY-!hingin�turnJ He stated that it was
explained that this is not an investment and
he IfiaYJ_1Q!._get hi� money ba�k.

...he heard about the program from his brother,
told
--------. He stated that
him what a good program it was and how fast
he was moving up. __ stated that his brother
made some money on it so he thought he would
try it ..
OeseRie1

...with a return on $16,000.00

A

·,

lW ,(4

0

e

told John that the program was
started in (Southern State) by a pastor and a
attorney. The program was started to [ !1'1)\

96.-

,_.

�

V\

l \ I(

l

1'

...when he was at (Business) EMl@ W.@I� ��i?J
r " C o @ �� 11G) �
He stated that they
were waiting in the lobby. __ was running
back and forth from the copier machine to her
office ...___ stated that when he was there it
was people lined up to see __ ...___
stated that the people who gave him money
were all friends and he did not want to give
their names ....___ stated that when he was
at (Business)'s people were lined up just like
they were at ___'s.

___ stated that he got into the program
through his sister,_________
stated that he came into town on 02-13-00 to
visit family.He and his sister were talking and
she was interested in joining the program.

......

��-- stated that bis sister explained
the program in a way that it would -
--,_ He stated that

98. **********

--- stated

that be first heard about the
program as talk in the community. He also had
a good friend that was telling him about it.. ..I
asked___ when did he learn that the
p_ro_ gram was illeg_al_?H
_ e stated that

...a �hanee that you could get money back.

,AAA•

99.
100.

......
+:0\

101.

... you can get $16,000.00 back.
...she was introduced to the program in a group
of people talking about it....A person would put
in their money and did not expect anything in
return....She stated that she was approached by
one person about getting their money back. She
said that she did not pay him. The reason was
because she knew that this man had cashed out
several times.
...she first heard about the program from her
son, _______,. and his friends. She

Ms. _ stated that she got into the program
because her grandson, who is an infant, was
born with a hearing problem.

stated that her son did not play it. He was
talking about some of the people who had
cashed out.
102.

Her daughter described it to her as being similar
to that of a chain letter....
heard that
had
cashed
out
several
times.
----She stated that her daughter and her husband,
and _____, had cashed out.

103.

...the program started in (Southern State) to
. ..Bryant stated that
she signed a sheet stating that she had paid the
money and it was a gift, ...

104.

...which stated that the gift-... He
stated that he felt more of an obligation to sign
on because __ had been a good customer of
his for many years, ...

105. **********

(Attorney) advised mere participation in the
scheme
. One would have
to solicit other people in the scheme to violate
the law.

...may get $16,000.00 in return.

...may be an opportunity to receive
$16,000.00.

106.

,_.

.;,..
--.J

107.

___ was told the program -

__ said he did expect to get $32,000.00
back from his $4000.00 input.

�

1• _ said he personally knows of CP As and
Attorneys who were involved.

109.

___ said he did expect to get $14,000.00
from the program, but was prepared to loose
the $2000.00 if that happened.

110.

__ expected to receive the 16,000.00 ...

111.

I expected to make the $16,000.00 ...He knew
he ha taken a clianc¢ when he got involved.

�

mentioned (Attorney) as participating in the
program and said he thought it was okay due to
prominent names such as his an _____
being affiliated with the program.

_.
�

00

said he did not cash out.
said he was
hoping to get $16,000.00 from the program,
but was prepared to receive nothing.

He stated he viewed the ''Game" as a
gambli!!g_pro_Rositio� �d hoped fo;the
16,000.

113.-

Initially he questioned ___ about the
legality and ___ told him that there were
lawyers on the board and he
-· He was only certain it was illegal when
the news release came out.

He had expected to get the full 16,000.00.

114. **********

...stated it did not sound right to him ...

He had expected to get the full 16,000.00.

115.-

_'. r:f•�',D '•J� ,/ ('\�/'\':

1 1
1
!
1,fi_)'�l , \'//��\r ('

because I have

I only expected to get the 16,000.00 ...

always thought __ is a smart businessman
so I trusted his judgement....I had asked and

He
release.

117.**********

He stated he did not expect to see the
16,000.00 ... He stated he
- until the newspaper article came out and
he still expressed disbelief that it was illegal
when I spoke with him.

...He,"garnbTed on it.,

118.

___ stated she thought it was a good idea at
until
the time and
"after the fact".

... purpose was to pay off bills ...They
expected to get a total of$4000.00.

119.

He stated he was
the news release.

120.

He stated he ___
this conversation with ---

m=......
+'>

\0

until the news

116.

until
until

She stated that ______ was her 80 year --- told her that there would eventually
old father. She put his name on the board to try be a return on the gifts ...She said she did not
and - as he will not take money from his really expect the program to succeed and "for
lack of a better word �ambl1ed when sh?
children....She said that (Pastor) told her there
were
in (Southern City and State). faY.est[4.1li] money". She said she thought it
would be nice if she got the money but did
and that her money from the gifting program

would go to help people in this area...She
and said they asked a local
attorney and a state senator at a gathering. Both
indicated to her that it was legal to give a gift
but that they thought it functioned in a legal
gray area. She stated she was only aware that it
was illegal when I called her.
122.

Ms. ___ believed that she would collect
...she started hearing a lot about the Charity
like everyone else, but �jw she c._ould, l0se.
Club pyramid from her friend
...
after
her
friend
collected
when
signing on.
-------money she wanted to get involved also ....Ill

, - �wJLfu. lffi? :hi (fug _ ...Jv �1··
( , l_,. , :c:
. •,

February 14, 2000.
123.-

124.**********

......

V,
0

���!.it t<?_�k. §he admitted t� being
lle�!iY,, of th� �rogram and approaching her
husband about the possible legality of the
program.

• I

I

iJm�fflii�

Mrs. __
W&ffiJfeiiati0
heard at work and in the community of peorle
winning big.... she
because of the paperwork, ...she was told that
two of the people on her board were police
officers that had to get off or lose there jobs.

He said to go ahead and charge him so he could
pay his 25 dollar fine and get it over with. He
said that he thought it was a good thing and that
including himself
it had
with finical difficulties.

She wanted to get in and �in to get out of
oflotte,ryand she was
�e�t .:.: .sawit as a
taking a chance..1

form

...had won the scam many times as he had
quit his job, built a shop, bought a big screen
TV, bought furniture and paid off his wife's
car

125.

Mrs.

said she ___
-- when joining on, ...

126.

127.

�aid she_
whenjoining on, ...

Mrs. ___ explained it was to help people
who needed the money and tried to get them to
said she---- until it was in the
paper.

128.

_____ advised she wanted to get on
the Charity Club to help pay off some bills.

129. **********

Mr. ___ stated he was skeptical at first but
after seeing _____ collect $16,000.00 a
couple of times he finallyjoined ....Mr.
stated that he
- until Valentines Day.

130.

Mr. ____ advised the following morning
on the way_ to work he
Charity Club.

.......
Vl
.......

131.

She paid off a $2500 credit card, purchased a
new dining room table, ordered a sleep sofa
for her mother and put $2000 back on a
pyramid spot.

132.**********

133.-

He said that he
-· ...He (
) told them that he
wasn't going to give the rest back until a judge
told him to .... He said that ----cashed out 3 times ....He made mention of
------ running a board and cashing
out 3 times
Ir ,'

II 1, ' 't: ',I and legit and there

were a couple oflawyers on it and named one
(Attorney). ___ said he knew people that
cashed out and he thought it was a good thing.

He said he expected $16,000. from it.

----- told her son

about it and he __ said she expected to get the $16,000.
said it was illegal. __ then told __ and
__ said __ don't know what he's talking
about. __ told her lawyers, j_udges and_2_olice
officers were on i
-· ...__ told her not to worry
nothing will be done about it.

,_.
V,
N

135.**********

___ said no - they are going to run a
retraction tomorrow.

�

He
at the time cause there
were some lawyers on it, but he wouldn't name
them ....He said there were about six preachers
on the second sheet ...he said he didn't
deliberately break the law he was just ignorant
ofit.

___ said he saw dollar signs ...

137.

...,., .,,_..,e w il was, arisk .and a chanie

Q e

After awhile he said "what the crap" so he
got on around Feb. 10 or 11th 2000....He was
and he signed a gifting form.
Ii

138. **-I<�******

She said that he had a two ''wads" of 100.00
bills with him ....She told me that she ....She also

�he·saicl.,she figured-it was�risk1...she said
that she did expect to get the 16,000.00 out of
it.

'. . .
139.

�

141.
,-.
V,
w

.. ··� _ . . :e , e e eii
4•�� i:nM, ,v.e • ....She also told
-�--,-·
her that she (
) had talked to (Attomey)
) that no one
Prosecutor and he told her (
had to give any money back and showed her
some code stating_ the same ....:

...she did expect a profit form the boards .

He said at the time he
- and really wasn't sure why it was illegal
now. He said that he did have a friend that
asked a lawyer about the legality of the program
and was told that it was ok.

...he was hoping to, and get the 14, 000.00
pay out.

...he
until he read it
in the newspaper....did not know it was illegal.

He signed on with the intent of collecting the
l6, 000.00 each time....he'kne.,w7.f'ivasa
gamble) ...1

. He said
that he saw the tax sheet and ___ explained
it to him and told him that it was not illegal, and
that she had her lawyer check it out.

He told me tha!_
_ he an�ather knew the�
_ _ _ __
were taking ,a chance and expected to collect
the 16,000.00

143.

He stated that he

He did state that he expected to get the
16,000.00 out of the deal ifhe had gone
through it.

144.-

. ____ called her and told her that her
church (unknown what church) was 1
�, ..d�\ l 1!)_,
1\ ,:1 ii ', ll1
I'
l
'
and told her
about the Charity Club and asked her to join.
The friend called ___ and told him that if
he would give him $1000, he would invest it in
a gift giving group. The friend also told
--- that it was legal and guaranteed to
work....___ concluded that he thought that
prominent people were participating in the
"group". Because of this, he said that
-----------· After
speaking with me, ___ stated that he still
thinks that his "group" was legal.

--- understood from his friend that he

146.

He stated that he
the time he put his name on it, ...

...try to make money.

147
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142.-

----

at

would receive $8000 when it was his tum to
cash out.

She did however expect to gain the money
for being on the board.

148.

�

......

Vt
Vt

She stated that she
until it caine out in the paper.

She stated that she never got any money from
it but was hoping she would, to pay some
bills.

I first heard of the prograin known as the
"Charity Club" in mid-January of 2000, from a
friend. My friend told me that he had been
advised of the prograin by a member of Rev.
___ ' s church (
Memorial
Church) ...._____ had told him that
__ or his father had already checked out the
program with a local attorney, ....According to my relative,
__ had also confirmed the legality of the
prograin, and she had assured him that it had
been checked out by attorneys and judges, and
__ even gave him naines of attorneys who
were participating in the prograin .... to satisfy
myself that the prograin was above-board and
appropriate ... .I did talk with ______
by telephone. I asked her a number of questions
about the prograin. She told me that the
prograin wasa "gifting grograin", intended to

I had hoped to use the monies I received from
my person_alparticipation in the program as a

She even pointed out that one such participant
was an ill dialysis patient in Arizona. I asked

1,•••

>-'
V,
0\

__ how the program got started. __
indicated that her minister, Rev. ___ in
(Southern City and State), had introduced the
program to her church (sometime around
November or December of 1999), and that she
had become involved at that time. I also asked
__ if the program was legal and aboveboard. She indicated that Rev. ___ had
checked out the program with a couple of
attorneys in (Southern City and State), who had
confirmed that the program was perfectly legal.
__ also indicated that doctors, attorneys, and
police officers were participating in the
program, and commented that surely they would
not participate if it was not legal .... Based on
______' explanation of how the
program worked and her assurances based on
attorney advice that the program was perfectly
legal, I decided to allow my contribution and
the contribution I made on behalf of my son
____ ($2,000 each) to be processed for
participation, .. .I went home crying that night
because of all of the interruptions (and stress
this had brought on me). I no longer wanted to
be bothered by people coming to my office or
calling asking me if I knew anything about the
program. It had become an intrusion on my
business and life....I went down to the office
and found several people waiting in the office,
many of whom identified themselves as
teachers and administrators at ____ High

School, who apparently wanted to get into the
program....It was late Monday evening,
February 14t\ when I heard on the radio that
certain law enforcement agencies and a (State
Prosecutor) had raised questions about the
legality of the "gifting program". I was quite
shocked to hear this in the media, because I had
been assured that, as a result of opinions given
by reputable attorneys and the participation in
the program of not only reputable attorneys but
also local policemen and their families, the
program was legitimate and above-board .... This
entire program was described to me as a
"gifting program" that could be used to
ultimately benefit those in need, and I was
assured that the program was legal and valid in
all respects....

...

ptffi'gl

......
Vl
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that huge contribution parties were being held in
affluent neighborhoods in the City of ____
at which very substantial sums of money were
being contributed to the program, far beyond
the contributions I observed during my few
days of participation....Again, I had been
assured and reassured that the program was in
fact legal and above-board, and the first

indication I had that there was any question
about the legality of the program was Monday
evening, February 141\ when I first became
aware by radio of the public statements that
questioned the validity of the program.
(Attorney Letter-We believe that you will
satisfy yourself, as we have, that Ms. ---�
like so many others, unwittingly was a victim of
the program but that she was clearly not one of
its originators or promoters.) ____ attended
the meeting and listened to the guidelines and
felt it was a program that would help
individuals, community projects such as fire
departments and local churches (by giving the
10% of the winnings to the church). ____
specifically mentioned the
-------- Church and the
------------- Church in
---- told the officers that she
had placed one of her best friends name on the
board, without her knowledge. The reason was
because ____ knew the family's debt was a
lot because of their daughter's college tuition.
On Sunday, February 12, 2000 the best friend
called ____ and 'blessed me out".
____ was visibly upset over this because of
what the friend said to her.
150.,_.

Vt
00

Several persons even stated hat they had CP As
and lawyers look at the program being offered
"
and were told that

151.-

also showed another packet that
explained
__
recalled that __ introduced the program as a
program that the church had going on. __
said that only good people got involved because

152. **********

He asked (Investigator) ifhe were to give
(Investigator) $1, would (Investigator) take it.
(Investigator) told him that he would not take it.

153.

...and
Good, you 're
going to keep it in the family." ...___ told
him this was just a "scare tactic by the police,"
and said, _________
referring to the printed materials he had
received from __ explaining the program.

�

......

Vt
\0

, and
...he asked __ if
told him it was, that he had his own
attorney look at it and his attorney told him it
was "okay." ...__ stated again that he had
first checked this program out with his attorney
before getting into it himself, ...but he had heard
there were some reputable people involved in it.
____ stated that he honestly believed that
the program was "okay'' and he still had not
read or been

...Holttolt --thadt -s0undecflike,
��bling to hint

...asked him ifhe wanted to make some
money ...spent about $4000 to pay some bills
and he had given some, about $500, to some
friends who needed some help.

......

0\
0

155.

...his brother, ________., had shown ... one could possibly get $16,000 back for a
$2000 investment,_butihere w'-Yre
him materials like these while he was visiting
____' s shop .... he did not really expect the guanantees�one migh!._geJ something baGktarrd
m.igpt nQt
program to work, but his brother later called
him and said that he was "going to get his
money'' and that he decided to join the program
himself somewhere around January 10.

156.

. . . his father had shown him these materials and
discussed it with him some after he had joined
it, but ____ did not have the money to join
at the time. ____ stated after his father
collected $16,000 from the program after only
being in it for about 16 days, he decided to
stated that

157.

... fist saw these materials with his mother

158.**********

...a friend of his named _____ showed
him some materials like these and explained a
"gifting program" to him which was referred to
as "The Charity Club." ... ___ stated that he
contacted his attorney, ____, in (Southern
City) and asked __ some questions about the
tax law for gifts. ___ told him that a
$10,000 gift could be given to an individual tax
free within the federal law and also explained
something about a $100,000 exemption in
(Southern State) tax laws. __ stated that he

nq..,__.__

�----------�,· · ·

never actually showed (Attorney) any
documents concerning this program,
however ....-
stated that after he joined the prC>gramlh""i

159.

...that he had heard about it from ____, a
stated that he
some slots were even selling for as low as $500
apiece.

�

161.-

.......
.......

0\

... he told __ it looked like a pyramid, __
said that it was not a pyramid and began to
explain about it being a "love flow chart" or a
"love gift" or something such as that, and said
that he had gotten into it through his church.

--- said he told

that it sounded like
a pyramid to him, but __ told him that it was
not a pyramid, it was a gift....__ also said
that his church in (Southern State) was involved
in this program and that it had been to pay some
medical bills. He gave an example of someone
in his church with a sick father somewhere,

perhaps in (Southern Cities), who had been
helped by the program.

162.-

__ explained to
, the man
designed to
somehow was kin to the preacher of the church.
told �- that the church preacher.

163.-

...the "gift of love" program started sometime
around February 1, 2000, in Francis' church in
(Southern City and State), to
- of eastern (Southern State).
...when Assistant Superintendent _____
called him at his house and said that he wanted
to talk with him about something. __ stated
's home where
showed
he went to
him some papers...
, and he had
put all of his "faith" in __. He had grown up
with __ and had full confidence that __
would not be involved in anything that "wasn't
right."...he did not realize the program was
illegal until the Department of Correction did its
internal investigation.

�
>-'
0\
N

____ produced some papers like those
shown to---= at the beginning of this
interview...

...one would get
$16,000 back, ... -,� told
,,
him there were no-�arantees
this, and
- about-�
r
1
ift was a chance.

,---n- -

...gets $16,000 back.

i:.,

-----

according to the papers he had shown to _,
particularly concerning the tax laws... "It's
really working in (Southern City)," ...someone
in (Southern City) had collected on the program
twice between Thanksgiving and Christmas
alone....
commented that when he learned
that __ was involved in this program, he felt
even better about what he had decided due to
the outstanding type of person __ is ..._
stated that the next couple of days, i&i lw I

l0..ltiiid iiii Iii

�
were even $100 and $500 sheets. This person
had heard that some people were going through
a sheet twice in a single night and that someone
who he did not name had made between
$80,000 and $100,000 on the program ...
d •I

, \C • i\ [l®tn'hJ}) (@'Jl'f':3 Ccifo"I
.._ (6tf·------'

f:)j��l 1�1r:11 /lffi �@ff
., o -----�-�-__ _ :D:iG ifQM@_,• c1{! t:il J.Jii JTI c :1- :rrr
;rUQ] ifffi� :��ffotBoD (C;'t\, :m_ill �tfrB)\ )Qffl:,'; iil f,')1o]ti�
c:)_f©'(©JiQt using the names "freshman,
sophomore, junior, and senior" at different
levels instead of position numbers.

....

0\
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166.

____ stated that ____ showed them
some papers like those shown to him by
(Investigator),..some people had collected a

... heard that one could make some money...

"payoff' in a "fairly quick" time ....---showed them the papers in the packet of
materials that stated the program had been
checked out by a lawyer or a judge, which
____ took to mean that the program was
legal. ...He and
talked about the program
and Bilil -' .
. &

.mil...;;w;;;;;
I

167.-

168. **********

,_..

0\
+:>-

...._ explained how the program
worked and that it was legal. ...said_ told
him it was legal and since he and_ were
friends, ___ thought everything would be
fine.
...and explained that the money a person put
into the program was a gift, and that giving a
gift was legal and was "tax free." ...___
stated that he had been told in the past by
someone who does taxes for him that a person
can, in fact, receive a gift ofup to $10,000
without being taxed for it, so what_ said
about gifts and taxes made some sense to him
and aroused his curiosity and
stated that he --•
interest....
- when he joined it and
noted that he specifically asked ifit was legal
and ____ told him that it was legal as long
as he was giving a "gift".

,. ..thn-ught it W'!.S s011!€ Ion� of o°ffice
pool..: .'chance ofreceiving $16,000, as more
people got involved ....something in the back
ofhis mind told him that there was
something not right with the program.
___ stated that a person who puts $2000
into this program could receive $16,000
back. ...___ stated that when he got in
the progr_�I11,lie expected to gain $8000 Iii

,.....

0\
V,

He had already heard_ and several of the
guards at the (Correctional Facility) talking
about the program, .. .it ' ('I ' ( ' ; I)( (; ; ' I)( I
- as long as the person gave money as a gift
in accordance with the tax law ....he had heard
that a church in (Southern State) was somehow
involved in some program like this ....____
stated that he did not know the program was
illegal when he joined it and, in fact, was told
that it was legal by ____ because it was
covered under the tax law. ____ recalled
someone saying this, an d that someone else
replied that the program should be called a
"flow sheet" or "Charity Club", not a pyramid.

...had heard _ state that a person could
make $16,000 for putting in $2000, which
caught his and everyone else's
attention ....____ stated that he expected
to gain $16,000 back from this program.

170.

--- said he considered it like an

r:.:..:.knew theJ.3!J:Y_as 9-<2 �arat]:e_s he would get
his money back ...._ and ____ said,
that in the end, they would get a return of
$16,000.

171.

---- stated that he had heard about this

172.

____ showed ____ and ___ a

investment. ..___ said he was given a set of
rules and guidelines along with a
flowchart, ...___ again stated he did not
know the program was illegal and from what he
read in the materials he received, it sounded
legal. _ and ____ also told him that it
- and "good".
program both out in the community and at
stated he
work,.. .
------• until he was called into the
office at work about it.

talked to___ _ about a giving

packet of information that included a copy of a
positioning chart and pages explaining the tax
laws behind the program ...., ! )'(,� j(_c)JP@'f(1t@JJ
l,W Axnn: lilt11
th�ught the program was
like a stock that he was buying or an
investment. ...He was told1l,;:1 11 w::' 1(;•;:I and
read information that said it was.

program where $2000 was given and later
$16,000 was received back....---admitted that he hoped when he joined the
program to gain money.

He said he first heard about the program in the
community because

...it seemed like a lot of people around there
were making a lot of money...._ told
___ that there was a risk:..!'_l3:e1!_ he,g_�ve
_ the money. _1 _ t<ild ___ that if the
prngrl!fil ran out of partie_ipates, he w0ul(
his money ...
�[0se�
.. .It was like playing golhd
him and having�endly bet ofi the game�

ml-� ,,...
17:'-

litiil#,ol!, J,ij�·m.���AA�- •=-:1.•:i:t..·--

all of his life....He said during the interview
with Department of Correction (DOC) officials,
1the
program sounded legal to ___
�

�

......
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0\
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___ said he first heard about the program
from his cousin, ...___ said he never heard
the program called a pyramid scheme. ___
also said, in the materials it talked about
lawyers and judges, and .....___ stated he did not understand
why the program was wrong and how it was
any different than an office pool or the lottery
up in (Southern State).

___ said ___ told him that in the
end, ___ could get up to $4000 from his
initial $500 inv�stment.:.- ·:.how it was anYi_
v
�ifferefit than an Qffi�J:YO ol or the lottery UQ
!nJS0utlrem £tate;)l

stated that he first became associated
with this "pyramid scheme" program (hereafter
referred to as "program") through his church,

Both ___ and __ explained that for
putting in $2000, he possibly could get
$14,000 profit in return to do with as he

______ Church on ____ Drive in
(Southern City and State); its pastor,
______; ...After the supper, he
overheard several class members, including
Pastor ___ and ___, talking about this
program in the restaurant parking lot, ...__
stated that he and his wife, __, talked about
this later at home and
said that she had
also heard different ones at church talking about
it as well ....
,, especially
with church related persons .... had said that ifhe
never collected any money at all, it was okay
with him since
�e tried to determine whether the
program was illegal or not by talking to
different people about it, especially Pastor
___, ___ , and __. ___ told him
that the program had been shown to several
lawyers, whose names were not specified, but
he said ifthe procedures ofthe program were
followed, that "it was okay." __ stated that
he even said something about pyramids being
, all
illegal, and ___, ___, and
three, said that this was not a pyramid because
one does not say "at the bottom". (Pastor) even
said that some police officers and a federal
judge were participating in the
program ....Sheriff __ told him it was
"okay" and that he "didn't see anything wrong
with it." ...At this service, Pastor ___ said

...,.11�"'

.....

0\
--.J

chose....__ stated that he had planned to
use the $14,000 from this program to help his
parents pay some medical bills, and also he
was going to give part ofthis money to his
son and part ofit to his church...."keep him
posted and let him know when he would get
his money." ....__ stated that from the day
__ gave him the $2000, __ called him
frequently wanting to know about any
progress on the chart. __ was always
"grumbling" about it and said that he wished
he had not gotten involved and that he
wanted his money back.

that he did not know whether this program was
"legally wrong" or not,...
�

......

0\
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Mr. ___ stated he first heard about it
through his friend and Pastor,
______....the word "pyramid" was
never used ....______ told him it was
better not to use the mail, that he should send it
either by UPS or FED EX....Mr. ___ stated
he got $16,000.00 for that chart and about a day
or two later, (Pastor) called and asked him ifhe
wanted to do it again....He said he --- said (Police Officer)
told him he talked to a lawyer about it and the
lawyer told him it was illegal....Mr. ___
said when the pastor, ______, told him
about it he didn't think to look it up in the code.
He said he was concerned about taxes, but
stated the tax law concerning taxes on gifts was
written on the gifting statement. ___ stated
he trusted (Pastor) and that he still trusted
him ....Mr. ___ said the only reason he
considered it was because (Pastor) was in it. He
said (Pastor) told him a team oflawyers had
gone over it and it was legit. ___ said
(Pastor) told him it was started by a senator's
wife and that judges had been over it and it was
legal. He stated he had no idea he was doing
anything wrong....
stated the meeting
took place in _____ County at the
home ofone of(Pastor)'s deacons. (Police

...he had "gotten money."

Officer)-He told me his preacher was in it.
___ gave me the paperwork and I looked at
it....I told him it was illegal and that he needed
to get out of it. He told me it wasn't illegal and
said someone had just given him $2,000.00 and
he had gotten more.
�

He stated _____ , Jr., his best friend, and
__ ' fiancee, ____, approached his
wife, _____ , while she was at work at
(Department Store). He stated they began telling
___ about it and ___ called him up to
tell him about it... -- stated --- showed
him a wad of one hundred dollar bills and told
him it was $14,000.00....Mr. __ stated he
asked his wife what she thought about it and she
told him it sounded good to her if it did to
him....said the chiefs brother was on the sheet.
He stated one of the ____'s said the chief
stated once he heard this it made
was on it.
him
said they also said some local attorneys
were on it but the only attorney's name
mentioned was _____ ....on Friday he
was a freshman, today he had moved up to
sophomore and that __ told him he would be
a junior tomorrow and a senior on
Monday....__ was laughing about it. __
said he asked __ why he was laughing and
__ told him it was just a scare
called him back and told him
tactic....

I __

,._.
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everything was okay....there was going to be a
rebuttal or retraction in the newspaper the next
morning making it okay ....__ said (Police
Officer) told him it was illegal but he told
(Police Officer) it wasn't. __ stated he told
(Police Officer) he had been told the chief, the
chiefs brother, and attorney's were in on it. Mr.
__ stated he had no idea it was wrong.
178.-
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(Husband)-! told her it was illegal and that it
...According to __, (Police Officer) told
was going to be embarrassing with officers
her about an investment and that he was
going to get some money.
being involved in it. ...(Husband) stated __
told her it was not legal. __ described her
husband as being "old-fashioned" about
things ....her mother said she would do it so
__ decided to give $2,000.00....__ told her
it,., 11,,11lll;'.1 and that the chiefand the
chiefs brother were in and that lawyers who
checked it out said it was legal before they got
in....she knew the chiefwould not do it ifit
wasn't okay ...she met __ and they went to
the ___ Bank on North Main St. and she
cashed the check ....Ms. Luck stated she talked
to (Police Officer) about it before she gave __
her $2,000.00 on Monday, 2-14-00....__
stated the chieftold her she was not in trouble
and that she was just out $2,000.00....Ms. __
stated she didn't know it was wrong. She stated
(Police Officer) told her about it and how his
best friend, _____, went through it in a
week and that he had seen the money.

179.-
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... how you could get $16,000.00 return on
iJ.... (Attomey)'s name was on the chart in the $2,000.00 in a week's time....I thought it
would be a good way to get caught up on
freshman position in the upper left hand
comer ... .ifit continued to work everyone would some bills....(Transcript)-When you got into
it you expected to make sixteen thousand
get their money ....The fact that _____
dollars for a two thousand dollar investment?
and (Attorney) were on the sheet made me feel
Well I'd be a liar ifl sit here and tell you that
comfortable with iI I I \ \ ' L I l \', I I \', '
I didn't expect that, so yes I did.
-I wasn't aware ofanything being
illegal. (Transcript)-He told me as far as he
knew it was legal. ...I was honestly thinking it
was legal and I was just doing this to to get
myself ahead and I feel like there is other
people who was doing it for the same reason.
I heard about it through people I knew ....A lot
ofpeople were getting money back in 2 to 3
days.

......
......
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He stated he has not asked for his money back
as he considered it a "gift." ...Ni' �c tfr : ff

182.-

------ stated he

was the one who told
about the pyramid. �• '-.'2 l-1 E,113(c, '.·_@ <=_l i:(q
__ � \',.'ft-Yr.Ji t:J,:0lrta and talked to Reverend
______ about it. ..

183.-

...I was told it
..
!a_n_d_ r_ol- h-_n_g_s_ofastyou
wouldn't have to do anything ....Everyone was

...you could put $2,000.00 in and get
$16,000.00 back.

...you could get ,money off ofit.

talking about lawyers and preachers being in on
it and some were claiming to have called their
lawyers and checked on it. From the way
everyone talked, it lllHI( 111/ 1111 ii ;i \\,·'· ,:l1 ;;,111
184.-

I heard someone say (Police Chief) and his
family were in it and several lawyers were in
it ... .I thought it must be alright if these people
were in it.

185.

He stated that he 11(,,1
when he got on ...

186.-

He decided to get on after hearing that police
officers, preachers and an attorney named
(Attorney) being on it. He Il li I ( I l I I'' I ;[ \',·;' (
-LL
,He immediately rolled $2,000 into
another board ...He did not know it was illegal
when he participated...

I I •1(1\',

;i \\,,,.
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__ stated that since he heard that preachers
and attorney's were in the program
II
11 I ' ''
11
I when he got on ....he
wasn't going to give any money back until a
judge told him to give it back ....he signed a
gifting statement and read some ofthe

444•
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...__ cashed out receiving $8,000 ....He
further stated that he expected to receive a
substantial amount ofreturn the same as
everyone else who got involved.

...she saw ___ and ______ as they
cashed out at _______'s residence
located at (Address) .... She stated that she
! 11( \\ [I ( j ) 1 ( 1 ! ' l

188.

He got on expecting $14,000 with a $2,000
investment.

He heard that the people who went through
the flow charts were receiving $16,000.

,

..

. ..

.. .

store.
189.,,,_

She stated that she heard about the pyramid
scheme at (Plant) where she works ....i
me.u@m!ll!n
.,....,,'!l,"'D
reportedly told her that he
had consulted with an unnamed attorney who
told him that since she signed a gift statement
that he didn't have to give the money
back....she had also heard about it from her
aunt and uncle, _and _____
He was told about the program by an unnamed
friend....and spoke with an unnamed minister in
(Southern State) who had gone through the
program. He stated that since the minister said it
was alright and he heard that police officers
were also in it he I (\I I 1 \ l I \' I \" I
\..

191. **********
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...he stated that he did not pay since they had
stated
signed a "gift statement". ...
I
\
J
\.
I
l
'I
I
I
t
I
l
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I. \) \ I
that he ____________
despite the press coverage. He further stated
that if it had been left alone everyone would
have been fine ....___ also stated that he
didn't see giving this gift as any different from
donating to the fire department or 01olunteer
EMS service).

192.

193.

-

__ and his wife went to the body
shop ...iiitffl stated that they I l I I, I ]()\\I
· ·

11 \\f�, 1,

... they could get $16,000 with a $2,000
investment.

-

mumemmm

had consulted with an attorney who told him not
to refund any of the money.... an attorney told
:'
•• I but would
him that the , 1 \)1, 1 ·, 1 •
not say who that attorney was ....he guessed that
better than 7,000 people were involved.
194.

...he and ___ went to ___ 's Body Shop
in _____ County....received paperwork
describing the program as well as a
flowchart .... ·. w romf� cill c • o vJfiWo as well as
a considerable amount of money at the body
shop when he signed on.

195.

196.

,.....
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He
when he got it
and determined that it was when the news hit on
2-14 or 2-15-00. ___ saw paperwork for the
program when he signed on.

He expected to possibly receive $16,000 with
the input of $2,000.

197.**********
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"'Old
that the paper was going to retract the article
stating that the program was illegal.

198.

He stated that he had been hearing about the
program and sought out his brother
When point blank asked ifhe was in the
program he wouldn't
answer other to say that
h
ifhe was, he wo-uld ave looke-d at it like a
game 0.r pool... He likene<lthe,p..m_gr,am to i:i
�'�ool"...I

199.

NEWSPAPER.QUOTES
Local organizers described "The Charity Club"
and a "gifting
as
program."

......

----l
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Some people
accused ____,, (Southern City) police
chief, ofinvolvement by himself, family or
those employed by (Police Chief).

Many area residents were duped by a promise
ofeasy money in a get-rich-quick scheme
called "The Charity Club."

■

Many people who were involved said they
�.Some said
they were
it was a
legal and moral method of obtaining a large
sum of money.

-W

Many said they were "gifting" the money to
people and expected people to "gift" the money
to them.
"It is the state's responsibility to prove someone
guilty," said _________, who
pleaded not guilty to participation in the
pyramid scheme. "I do not think I did
anything wrong, so I am not pleading not
guilty. I am innocent until proved guilty, and
the state bas to do that."

A VICTIM OF THE SYSTEM
To The Editor:
The people "arrested" (summoned is the correct
word) in the pyramid scheme are for the most
part
who would
never knowingly do anything illegal.
,-....
--.J
0\

...in hopes of receiving $16,000 ...others s:aWi
tlie scheme as a g�tlle,rtltieh like the ,lo!tery.

invested $2,000 the day before Police Chief
______ came out with his warning to
the press that the pyramid was a scam. It was
one day too late for us. We never tried to get
any investors. We went to the _____
County detectives to see if th<::y could help_ us
get back our investment.
We were under the
impression the police wanted the people who
had collected from the pyramid. Eight months
later, two police officers came to my place of
employment with a summons. The investigation
into the pyramid scheme has been unfair. There
are for more than 52 participants in (Southern
City). I do not understand how they can pick
and choose whom to interview and indict. We
have been told the number is 700 or more.
Where are their indictments? The majority of
participants were in the county, yet the county
has not and may not indict. If it is a crime in the
city, is it not also a crime in the county?
Everyone involved should be prosecuted-or no
one should. This has been a humiliating
experience. Certainly there was never any
criminal intent. I have been victimized not only
by the scam, but also by the legal system. Many
good, honest people got caught up in this and
just a few are having to pay. _______
......

-..J
-..J

Although ____ is concerned prosecutors
may make an example of him, he refuses to

plead guilty because he says (Southern City)
authorities handled the investigation unfairly,
targeting individuals who made up lower tiers
on the pyramid. "It's selective prosecution,
selective persecution," ____ said
Monday. "They are not going after the ones
who made money from this thing. "You don't
just go after some people involved, you have to
go after everybody."
said

Although the defendants claimed they didn't
know the Charity Club was an illegal pyramid,
Judge ___ questioned whether (Southern
City) Police Degartment members could say the

-

,_.

--..l
00

said....(Judge) countered, "You discussed this
with other officers, and they told you it was
illegal."...__ also said he didn't know The
Charity Club was illegal. ...she did ignore
warnings from her husband that the scheme
wasn't legitimate.... "! apologize. -· .. good police officers that got caught up
in a bad situation.

...with the expectation ofreceiving $16,000
if she convinced friends and relatives to
join ....__ said people, weJe_£�ite� about
The Charity Club and eventually persuaded
him to join.
___ prospered from the scheme, making
$16,000.

...in hopes ofreceiving $16,000...
'_r,,(.J . \·ic:l;C\"(/
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involved in what the team members described
as !''-I.I
'I.I! \
\
'

'

'

Though angered about losing money on The
...argued thaflifei!�elfis a gwbl� ....plaxfng
Charity Club __ 's almost jovial remarks
the game..."I could definitely use the $2,000
provided a sharp contrast to those of____ that I ga�e," .:)sn't
adverse to a friendl½_
.
County resident ____. During the early
:wager,..."I only g3!!1J?le with mon�y I don't
r�ally need. I wouldn't put the car payment or
days ofinvestigation, organizers of The
the house payment on it."...his contact
Charity Club argued it wasn't a pyramid
scheme because contributors signed statements promised him a quick $14,000 profit in the
venture. "Man it looked too good," __
declaring their $2,000 a gift.
said. "I was going to collect
- $16,000-in 48
hours" to four days."
..."There was one felloWi
....- who said he knew it was a gamble when her
put it in,Jllld he wasn't going to W}>llYabout
it."

-- '
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--- is adamant that his contact billed The
Charity Club as a good ivestment.

...still trying to get his money back.

't\ lr)l c) ( (}•;C)f) ic, ·;<;.•1�),'0 : ,jL�tn:, i r,t0 f and were
getting money," he said .... But after talking to
several people, he became convinced that by
contributing $2,000 to the revolving pool of
money he would walk away with $16,000...The
question ofwhether The Charity Club is a

...dreams ofquick money ...

pyramid scheme has stirred controversy
throughout (Southern City) ....____ says
he was repeatedly reassured that The Charity
Club was perfectly legal and that "everything is
good." ...____ is clearly chaffing at the
slow pace of the investigation, saying he just
wants his money back.
"a private group of people talcing turns giving
and receiving from one another." ... many
members of The Charity Club have
vehemently denied the pyramid charge. They
repeatedly have labeled the $2,000 entry fee as
a "gift" given for the benefit of other
members....The creators of The Charity Club
may have sought to skirt the law by urging
members not to use the U.S. Postal Service to
send the $2,000 "gifts."
Members of "The Charity Club" are
continuing to defend their organization
against charges it is an illegal pyramid
scheme....that members of his family are
involved in a possibly pyramid scheme his
department is investigating ....I

I,
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saying those who call the
club a pyramid scheme don't have all the
facts. "There's just a bunch of

"The thing's predicated on getting money,"
(Police Chief) said Thursday. "Why would
you put money into it if you don't expect to
get anything out of it?"

________ he declared.
And therein lies the conflict. ____ and the
other participants say that though they knew
they could reap as much as $16,000, they didn't
expect to ..."The Charity Club" relies heavily on
legal hairsplitting to avoid running afoul of
(Southern State) statutes that outlaw pyramid
schemes. For example, a glossary included with
the gifting statement tells new recruits it is
"critical" for them to avoid using words such as
"investment," "profit" and "payout". Instead it
urges them to use words such as "give" and
"donation." The sheet also instructs the give to
use only private couriers. The creators of the
game also failed to list the names of any judges
or attorneys the claim to have
consulted ....group "committed to sharing with
others so we may all have a wonderful
experience." ... "I might receive a gift, but it's
not 100 percent guaranteed," he said. "If I don't,
it's no big deal." ...
he said. "I guess it's
people trying to entice other people to join."

,_.
00
,_.

... are
....as
many of their friends as possible....suggested
many people have benefited from participation
in one of many such games being played in the
(Southern City) region. "We've had a lot of
people who came through it who got to catch up
on some bills," .. ,"I

The church leader admitted to reaping as
much as $16,000 from participating in a
!
' -P,Y.!:aJ!!id_gam�....from which they could
eventually draw up to $16,000.

.... Yes, -concedes, she g()_t_$1�,000, but she says

......
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...from which they might eventually draw
The operators then attempt to skirt the law by
$16,000 or more....She said she hopes to get
forcing contributors to sign a form designating
their $2,000 as a gift .... The form cites the U.S. a return on her investment, noting that no
tax codes that allow people to receive or give as individual is responsible for the program.
a gift up to $10,000 in any calendar year
without incurring a tax liability. The form also
includes the statement that the money, the
$2,000, is being given as a gift and that all taxes
were paid on the gift...."It was introduced to me

as a flowchart for helping people. That's all I

"So, is it true that the (Local Newspaper) is
going to print a retraction?" ..."About 'the
gifting'," the young woman's voice said. "You
all called it a pyramid scheme and everyone
is saying you all know you are wrong and are
going to print a retraction."

--- said.
"I was assured that lawyers said the game was
legal." ..."It was sold like I would be getting a
gift for working together," ___ said. "He
said it would be a process of people helping
people."
COUNTY MAN DEFENDS PROGRAM

......
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.Some people need help with their bills
and debts. People need to understand that this is
all about gift giving. There is no buying or
selling. People are not sending their gift to a
pool of money. They are not investing; they are
giving a gift.
-· No one is forcing anyone to sign
anything. The Gift Statement says: "This money
is a gift, freely given ...without consideration. I

;I'he exeilemirit often pulls fo�s into the.
pyramid ...."There's just t001mueh risk fo11
me,'·' he said. "I justdi'dn'f w,ant t0 dcdt. ]
,
,
1
lliink
there's t0O muJ;:h t01 lo-s. �."

have not been forced in anyway or by anyone to
give this money. This is strictly a gift and I
expect nothing in return." Some people are not
properly told how the process works, and they
are making it out to be more than what it is. It is
not a crime to help others. There are guidelines
and rules for this process ....Helping people is
the basic logic process of this process, and until
everyone understands this, there is going to be
someone out there trying to ruin a good thing.
_________ of ___ savedfor
four months in order to make a $2,000 gift .

......
�

00

REFERENCES
Altheide, David L., Patricia A. Adler, Peter Adler, and Duane Altheide. "The Social
Meaning of Employee Theft" in Johnson, John M. and Jack D. Douglas, eds. Crime at
the Top: Deviance in Business And The Professions. (Philadelphia: Lippincott,
1978), 90.
Baldwin, John D. "Thrill and adventure seeking and the age distribution of crime:
comment on Hirschi and Gottfredson". American Journal of Sociology, (1985)
90, (6), p. 1326-1330.
B_amett, Cynthia. "The Measurement of White-Collar Crime Using Uniform Crime
Reporting (UCR) Data". In National Incident-Based Reporting System NIBRS
Publications Series. Available: http://www.fbi.gov/ucr/ucr.htm.
Becker, Gary S. "Crime and Punishment: An Economic Approach". The Journal Of
Political Economy. Vol. 76. p. 169-217.
Benson, Michael L. "The Fall From Grace: Loss of Occupational Status As A Con
sequence Of Conviction For A White Collar Crime." Criminology. Vol. 22: (1984),
p. 573-595.
Birkbeck, Christopher and Gary LaFree. "The Situational Analysis of Crime And
Deviance". Annu. Rev. Sociol 19. (1993), p. 113-37.
Blum� Richard H.. Deceivers and Deceived. (Springfield, Illinois: Charles C. Thomas,
1972).
Blumberg, Paul. The Predatory Society: Deception In The Marketplace. {New York:
Oxford University Press, 1989).
Bower, Bruce. "Simple Minds, Smart Choices". Science News, May 29, 1999 v155 i22
p348.
Braithwaite, John and Toni Makkai. "Testing An Expected Utility Model Of Corporate
Deterrence". Law and Society Review. Vol. 25: (1991), p. 7-39.
Carroll, John S. "Committing a Crime: The Offender's Decision". In Konecni,Vladimir J.
and Ebbe B. Ebbesen (eds.), The Criminal Justice System: A Social-Psychological
Analysis. (San Francisco: W.H. Freeman and Company, 1982), p. 49-67.
Clarke, Ronald V. and Derek B. Comish. "Rational Choice" In: R. Paternoster and
R. Bachman (eds.) Explaining Crime and Criminals. Essays In Contemporary
Criminological Theory. (Roxbury: 2000), p. 23-42.

185

Clarke, R.V.G.. '"Situational' Crime Prevention: Theory and Practice". The British
Journal of Criminology. (1980), p. 136-47.
Clarke, Ronald V. (Ed.) with M. Felson.. Situational Crime Prevention: Successful Case
Studies (2nd Edition). (New Brunswick, NJ: Transaction Publishers. 1993).
Clarke, Ronald V. and Derek B. Cornish. "Modeling Offenders' Decisions: A Framework
For Research and Policy". Crime and Justice: An Annual Review of Research.
(1985), p. 147-185.
Clarke, Ronald V. and Marcus Felson. "Opportunity Makes The Thief. Crime Prevention
And Detection Series, Paper 98". Police Research Group. London: Horne Office.
· (1998). Available:www.homeoffice.gov.uk\prgpubs.htm.
Clarke, Ronald V.. "Situational Crime Prevention" In: Tonry, M. and D. Farrington
(Eds.) Building a Safer Society: Strategic Approaches To Crime Prevention. Vol. 19
(Chicago: University of Chicago Press. 1995). p. 91-150.
Clarke, Ronald V. and Marcus Felson (Eds.). Routine Activity and Rational Choice.
Advances in Criminological Theory Volume 5. (New Brunswick, NJ: Transaction
Publishers. 1993).
Coleman, James W. The Criminal Elite: The Sociology of White Collar Crime. (New
York: St. Martin's Press Inc. 1985). p. 5-7.
Cornish, D.B. and R.V. Clarke (Eds.). The Reasoning Criminal: Rational Choice
Perspectives on Offending. (New York: Springer-Verlag, 1986).
Cornish, Derek B. and Ronald V. Clarke. "Understanding Crime Displacement: An
Application of Rational Choice Theory". Criminology, Vol. 25, Number 4 (1987),
p. 933-947.
Cressey, Donald R.. Other People's Money. (Glencoe, Illinois: The Free Press, 1953).
Curvin, Robert and Bruce Porter. Blackout Looting. (New York: Gardner Press, 1979),
p. 10, 17.
Daly, Kathleen. "Gender And Varieties Of White-Collar Crime". Criminology.
Volume 27, Number 4. (1989), p. 769-794.
Doherty, Vincent P. and Monte E. Smith. "Ponzi Schemes and Laundering-How
Illicit Funds are Acquired and Concealed". FBI Law Enforcement Bulletin, (Nov
ember 1981), p. 5-11.
Donziger, Steven R. (Ed.). The Real War On Crime: The Report Of The National
Criminal Justice Commission. (New York: Harper Collins, 1996).
186

Dunn, Stephen P.."Bounded Rationality Is Not Fundamental Uncertainty: A Post
Keynesian Perspective". Journal of Post Keynesian Economics, Summer 2001
v23 i4 p567.
Felson, Marcus. "The Routine Activity Approach" In: Paternoster, R. and R. Bachman
(eds.) Explaining Crime and Criminals: Essays in Contemporary Criminological
Theory. (Roxbury: 2000), p. 43-46.
Fishbein, Martin. "The Prediction of Behaviors from Attitudinal Variables" in C.D.
Mortensen and K.K. Sereno, (eds.), Advances in Communication Research. (New
York: Harper and Row, 1973), p. 3-31.
FitzPatrick, Robert L. and Joyce K. Reynolds. False Profits: Seeking Financial And
Spiritual Deliverance In Multi-Level Marketing And Pyramid Schemes. (Ijerald Press
:1997).
Franklin, Alice P. Internal Theft In A Retail Organization: A Case Study. Dissertation
, Ohio State University. (Xerox University Microfilms, Ann Arbor Mich. 1976).
Friedrichs, David 0.. Trusted Criminals: White Collar Crime In Contemporary Society.
(USA: Wadsworth Publishing, 1996).
Gabor, Thomas. Everybody Does It! Crime By The Public. (Canada: University Of
Toronto Press, 1994).
Galliher, J.F.. "Government research funding and purchased virtue: Some examples from
criminology." Crime and Social Justice. (Spring/Summer 1979), p. 44-50.
Ganzini, Linda MD,, Bentson McFarland MD, PhD, and Joseph Bloom MD. "Victims
of Fraud: Comparing Victims of White Collar and Violent Crime". Bulletin of the
American Academy of Psychiatry and the Law, 18. (1990), p. 55-67.
Geis, Gilbert. "White Collar Crime: The Heavy electrical Equipment Antitrust Cases of
1961." In Clinard, Marshall B. and Richard Quinney (Eds.) Criminal Behavior
Systems: A Typology. (New York: Holt, Rinehart and Winston, 1967), p 139-151.
Hamel, Jacques, Stephane Dufour, and Dominic Fortin. Case Study Methods: Qualitative
Research Methods Series 32. (Sage Publications, 1993).
Hodgson, James F. Games Pimps Play: A Qualitative Analysis of Street Prostitution.
(Canadian Scholars' Press, 1997).
Homing, Donald N.M. "Blue Collar Theft: Conceptions of Property Attitudes Toward
Pilfering and Work Group Norms in a Modem Industrial Plant", in Smigel, Erwin 0.
and H. Lawrence Ross, eds. Crime and Bureaucracy (New York: Van Nostrand
187

Reinhold, 1970).
Hughes, Everett C. "Good People And Dirty Work." In Becker, Howard S. (Ed.) Perspec
tives on Deviance: The Other Side. (New York: The Free Press, 1964), p 23-36.
Jacob, Herbert. "Rationality and Criminality". Social Science Quarterly. Vol. 59, No.3
(December 1978), p. 585.
Katz, Jack. Seductions of Crime: Moral and Sensual Attractions in Doing Evil. (New
York: Basic Books, 1988).
Mastrofski, Stephen D. and Richard R. Ritti. "You Can Lead a Horse to Water...A Case
· Study of a Police Department's Response to Stricter Drunk-Driving Laws". In Pope,
Carl E., Rick Lovell, and Steven G. Brandl (Eds.) Readings in Criminal Justice
Research. (Wadsworth, 2001), p. 327-352.
Mason, Robert and Lyle D. Calvin. "A Study Of Admitted Income Tax Evasion". Law
And Society Review. 3, (1), (1978), p. 73-89.
Matza, David. Delinquency and Drift. (USA: John Wiley and Sons Inc., 1967).
McCaghy, Charles H. Deviant Behavior: Crime, Conflict and Interest Groups. (New
York: Macmillan, 1976), p. 173-202.
McCullough, William W. Sticky Fingers: A Close Look At America's Fastest Growing
Crime. (New York: Amacom, 1981).
McGraw, Kathleen M. and John T. Scholz. "Appeals To Civic Virtue Versus Attention
To Self-Interest: Effects On Tax Compliance". Law And Society Review. Vol. 25:
(1991), p. 471-478.
Merton, Robert King. Social Theory and Social Structure. (USA: The Free Press Of
Glencoe, 1957).
Messner, Steven F. and Richard Rosenfeld. Crime and The American Dream. (Belmont,
California: Wadsworth Publishing Company, 1994).
Monette, Duane R., Thomas J. Sullivan, and Cornell R. DeJong. Applied Social Research
Tool For The Human Services 3rd Ed. (Harcourt Brace, 1994).
Perry, Joseph B. and M.D. Pugh. Collective Behavior: Response To Social Stress. (West
Publishing Company, 1978), p. 183-191.
Piliavin, Irving, Rosemary Gartner, Craig Thornton, and Ross L. Matsueda. "Crime,
Deterrence, and Rational Choice*". American Sociological Review. Vol. 51. (1986),
p. 101-119.
188

Reed, John P. and Robin S. Reed. "Doctor, Lawyer, Indian Chief: Old Rhymes and New
On White Collar Crime". International Journal of Criminology and Penology, (1975),
3, (3), p. 279-293.
Reiman, Jeffrey. The Rich Get Richer and the Poor Get Prison: Ideology, Class, and
Criminal Justice 4th Ed. (USA: Allyn and Bacon, 1995).
Ritzer, George. Sociological Theory 5th Ed. (McGraw-Hill, 2000).
Robin, Gerald D. "The Corporate and Judicial Disposition of Employee Thieves".
Wisconsin Law Review, (1967), (3), p. 685-702.
Samuelson, Larry. "Bounded Rationality And Game Theory. (Illinois Centennial Essays
On Economics)". Quarterly Review of Economics and Finance, Annual 1995 v36 p
17(19).
Schmalleger, Frank. Criminology Today, An Integrative Introduction 3rd Edition. (New
Jersey: Prentice Hall, 2001), p. 330-385.
Schutt, Russell K. Investigating The Social World: The Process and Practice of Research
2d Edition. (Pine Forge Press, 1999).
Shapiro, Susan P.. "Collaring The Crime, Not The Criminal: Reconsidering The Concept
Of White-Collar Crime." American Sociological Review. Vol. 55: (1990), p. 346-365.
Simon, Herbert A.. Models of Man: Social and Rational. (USA: John Wiley and Sons,
1967), p. 197-206 and 219-273.
Stone, Ralph E. and Jerome M. Steiner Jr.. "The Federal Trade Commission and Pyramid
Sales Schemes". Pacific Law Journal, Vol. 15. (1984), p. 879-987.
Sutherland, Edwin H .. White Collar Crime. (USA: Holt, Rhinehart and Winston, Inc.,
1961).
Sykes, Gresham M. and David Matza. "Techniques of Neutralization: A Theory of
Delinquency". American Sociological Review. Vol. 22. (1957), p. 664-670.
Teevan, James J. and Heather B. Dryburgh. "First Person Accounts and Sociological
Explanations of Delinquency". Canadian Review of Sociology and Anthropology,
37, (1), (2000), p. 77-93.
Tracy, Paul E. and James Alan Fox. "A Field Experiment On Insurance Fraud In Auto
Body Repair". Criminology. Vol. 27: (1989), p. 589-603.

189

Tunnell, Kenneth D .. Choosing Crime, The Criminal Calculus of Property Offenders.
(Chicago: Nelson-Hall Publishers, 1992).
Tversky, Amos and Daniel Kahneman. "Judgment Under Uncertainty: Heuristics and
Biases". Science. Vol. 185 No. 4145. (1974), p. 1124-1131.
Tversky, Amos and Daniel Kahneman. "The Framing of Decisions and the Psychology
of Choice". Science. Vol. 211 No. 4481. (1981), p. 453-458.
U.S. Department Of Justice, Bureau Of Justice Statistics. Murder in Families. Washing
ton D.C.: U.S. Government Printing Office. (July, 1994).
U:S. Department Of Justice, Bureau Of Justice Statistics. Criminal Victimization In The
United States-1992. Washington D.C.: U.S. Government Printing Office: 23, Table 4.
(March, 1994).
Velocci, Tony. "Can Business Collar White-Collar Crime?". Nation's Business,
Washington D.C. (November, 1978), p. 35-44.
Walsh, James. You Can't Cheat An Honest Man: How Ponzi Schemes and Pyramid
Frauds Work ... and Why They're More Common Than Ever. (Silver Lake Publishing,
1998).
Weinger, Susan and Marion H. Wijnberg. "When dreams wither and resources fail: the
social support systems of poor single mothers". Families in Society: The Journal of
Contemporary Human Services, Volume 79, Issue 2, (March/April 1998), p. 212.
Willott, Sara, Christine Griffin and Mark Torrance. "Snakes and Ladders: Upper
Middle Class Male Offenders Talk About Economic Crime". Criminology, Volume
39 Number 2. (2001), p. 441-466.
Wright, John Paul and Francis T Cullen. "Juvenile Involvement In Occupational
Delinquency". Criminology. Volume 38 Number 3. (2000), p. 863-896.
Zimbardo, Philip G.. 'A Field Experiment in Autoshaping'. In C. Ward, ed., Vandalism,
(London: Architectural Press, 1973), p. 85-90.
Zimbardo, Philip G., Craig Haney, and Curtis Banks. "Interpersonal Dynamics In A
Simulated Prison." International Journal Of Criminology And Penology. Vol. 1:
(1973), p. 69-97.

190

